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FORTY YEARS OF FARM COST 
ACCOUNTING RECORDS 


ANDREW Boss 
University of Minnesota 


AST history does not reveal to us the origin of the desire for 

knowledge about farm costs. Casual reference to farm costs and 
the desirability of accurate records of costs are found scattered 
through agricultural literature from the time of the Romans to the 
middle of the nineteenth century. None of these references, how- 
ever, indicate carefully recorded data on costs or a comprehension 
of suitable methods of attack on that subject. 

Following the establishment of agricultural colleges in America 
and more particularly the organization of experiment stations in 
connection with colleges, during the decade 1880 to 1890 more 
active interest in the subject is indicated. Weston of Illinois (Bul- 
letin 50, page 55) refers to a report of the United States Commis- 
sioner of Agriculture in 1870 which contains a statement by a Mr. 
J. T. Burroughs concerning the cost of growing crops in Madison 
County, Illinois. He also refers to inquiries concerning the cost 
of producing corn and oats in Illinois in 1885, 1886 and 1887 as re- 
ported by the Illinois State Board of Agriculture for 1886 and 1887. 
Tables of yields and costs were published by the Board for all 
counties of the state indicating the estimated yield, acreage, price 
per bushel, value of crop, cost of production and profit or loss on the 
crop. He states also that the United States Department of Agricul- 
ture in 1893 in response to numerous inquiries relative to the cost 
of raising the principal cereals, circulated a questionnaire among 
28,000 practical farmers asking for estimates of the cost of raising 
corn and oats. These estimates were compared with replies to the 
same questionnaire by 4,000 graduates of various agricultural col- 
leges who were engaged in farming. 

The demand for information about the cost of producing various 
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farm crops appears to have been stimulated by the long period of 
low prices and small farm profits prevailing during the period 1880 
to 1895. This demand was reflected in certain desultory studies 
made at a few of the experiment stations then but recently organ- 
ized. So far as published results tell us, there seems to have been no 
connection between these studies at different experiment stations 
though it is quite possible that the college and station men attack- 
ing the problem may have discussed the desirability of such an in- 
vestigation and followed up with independent action. 

Curtis and Carson of Texas undertook to determine the cost of 
cotton production and profit per acre. The attack on the problem 
was made by circular letter and questionnaire sent to growers in 
various parts of the cotton growing area of the state, asking for a 
report on the total cost of producing a bale of cotton with certain 
other information about the method of planting, fertilizing and 
growing the crop. The replies received from six or eight farmers 
giving some data and some estimates on the cost of their operations 
in cotton growing were published in March 1893.! The information 
obtained was not conclusive and proved to be of little value. It does 
indicate, however, an interest in the cost of producing cotton and 
probably prompted thought on the matter of cost accounting. 

Another instance of the same kind is recorded from Nebraska 
where Ingersoll and Perin undertook a study of the cost of farm 
crops and particularly of corn, hay, wheat, oats and barley. These 
studies were conducted on the college farm for the purpose of de- 
termining the profit on the various crops. The conclusion was 
reached that profits were determined by two factors: (1) keeping 
cost of production low, and (2) the market price prevailing for the 
product. The results of this study were published in April, 1893.? 

Buffum of Wyoming reports in March, 1894, in a bulletin from 
the Wyoming Station on the cost and profit of growing wheat.’ His 
studies, like the others, were of value only as stimulating interest 
in the subject and as stepping stones in the further development of 
methods. 

During this time, W. M. Hays of Minnesota, a colleague of the 


1 Curtis, G. W., and J. W. Carson, Cost of Cotton Production and Profit per 
Acre, Texas Agri. Exp. Stat. Bull. 26. 
2 Ingersoll, C. L., and S. W. Perin, The Cost of Farm Crops, Nebr. Agri. Exp. 
Stat. Bull. 29. 
. ee B. C., Cost and Profit of Growing Wheat, Wyoming Agri. Expt. Stat 
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above named workers in experiment station work and who often 
met them in national gatherings, was called from Minnesota to 
North Dakota in the fall of 1891 to organize the agricultural de- 
partment of the North Dakota Experiment Station. In mapping 
the farm and laying out the experimental grounds, he provided for 
crop rotation trials on a scale that would give an opportunity for 
recording cost and studying the profits made from growing various 
of the cereal crops. Hays remained at North Dakota only a year 
and a half and returned to Minnesota before data were available 
for publication. 

One of the best attempts in pioneering studies of farm production 
costs was made by Weston of Illinois under the supervision of 
David L. Kinley in 1896. As with the earlier studies, this was also 
made by resorting to the questionnaire method. The form of the 
questionnaire, however, was more carefully set up and better or- 
ganized for comparable results. The questionnaires were sent to 
practical farmers and called for data on actual expenditures on the 
crops rather than for estimates of expense. Wherever possible, re- 
cords were obtained of days of labor required for the operations in 
growing the crops together with the rates per day or per hour for 
men and teams used. From these data, costs were calculated for the 
corn and oat crops. The results of this study were published in 
February, 1898.4 

One can only speculate on the incidence of these studies. It seems 
reasonable to suppose, however, that they grew out of the economic 
distress that prevailed among farmers at that time and that they 
were the results of the attempts of experiment station men and col- 
lege men to find a solution of the farmers’ problems by discovering 
for them which of the crops it was most profitable to grow. These 
investigators were all college trained men who were groping for 
methods of improving the financial position of farmers. While none 
of these investigations proved of value in themselves, they did serve 
as thought stimulators and stepping stones to more effective attacks 
on the problem later. 


Organized Cost of Production Studies 


When W. M. Hays returned to Minnesota from North Dakota in 
the fall of 1893, he brought with him the idea of studying the cost 


he Weston, N. A., The Cost of Production of Corn and Oats in Illinois in 1896, 
Illinois Agri. Expt. Stat. Bull. 50. 
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of production of crops in connection with crop rotation studies to be 
made at the experiment station farm. During the winter of 1893- 
‘94, Hays in collaboration with Andrew Boss, then Assistant Agri- 
culturist of the Minnesota Station, perfected a plan for a group of 
forty-four one-tenth acre rotation plots on the station farm which 
were to serve as a basis for discovering the best paying systems of 
crop rotation and, at the same time, for studying the effect of the 
various rotations on soil fertility. These forty-four plots contained 
rotations running from continuous cropping through the two, 
three, four, five and seven year rotation cycles. Plans for prosecut- 
ing the investigations called for sampling the soil at the surface and 
subsurface of each plot when the investigation was initiated and at 
five year periods throughout the life of the investigation. Records 
were to be kept of the time required for the various operations in 
connection with each phase of crop production and of the costs of 
seeds and material used. At the end of the first five-year period, the 
conclusion was reached that this study was abortive and that it 
would not yield the desired information on the cost of crop produc- 
tion. The records of time employed in the crop production opera- 
tions were overshadowed by overhead expense and by gaps in the 
process of raising the crops and finding a market for the products. A 
discovery was made which should have been apparent from the 
start that there was no market for pasture, except through livestock 
and no provision could be made for determining from the one-tenth 
acre plots the returns from the land as measured in livestock prod- 
ucts. While these rotation plots served a useful purpose in studying 
the effect of rotation on the land, they proved to be entirely useless 
as a base for measuring relative costs of production. (For a discus- 
sion of this investigation, see Minnesota Bulletin 125.) 

During the years 1894-99 and in connection with the work on ro- 
tation plots, Hays and Boss were developing courses of instruction 
in farm development and in farm crops to be taught in the School 
of Agriculture to young men from the farms of the state and who 
were expecting to return to farming. Here again the need was felt 
for information about relative profits on crops usually grown on 
Minnesota farms as affecting the returns to the farm as a whole. 
The desire was to find the crop or crops that could be most profit- 
ably grown and combined in rotations on the farms operated by the 
families of the students in the classes. Attempts to use the infor- 
mation gained from the rotation plots at the station farm gave lit- 
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tle satisfaction. Knowing that few farmers kept records of any kind 
in their farming operations, it seemed unwise to attempt to gain 
information through the questionnaire method which had been 
tried in certain instances as described above. The conclusion was 
reached that if results of value were to be obtained concerning the 
cost of producing farm crops, the basic data for analyizng the prob- 
lem and setting up sound farm management practices must be ob- 
tained directly from the farmers. Hays and Boss then set about the 
task of developing a method of getting such data from the farmers 
and of recording and analyzing the data. The next two years were 
spent in planning the attack and in finding financial support for 
what proved to be the first organized attempt to learn the relative 
costs of producing various farm crops.' 


Statistical Routes Organized 


During the summer of 1901, Hays, who was a traveling mission- 
ary for the cause, had interested Victor H. Olmsted, Chief of the 
Bureau of Statistics, U.S.D.A. at Washington in an investigation 
of the costs of producing crops. W. J. Spillman, at the time Agrostol- 
ogist in the Bureau of Plant Industry, with whom Hays had a 
mutual interest in grass breeding research, expressed an interest in 
this new attack on farm management research and became an ear- 
nest supporter of Hays in his quest for financial aid and a co-operat- 
or in developing this field of work. With assured assistance from 
the Bureau of Statistics, Hays and Boss decided to establish so- 
called statistical routes at three points in the state where farm cost 
data would be recorded from farms in active operation by farmers. 
In September of that year, they set out by team and platform 
spring wagon for Northfield, forty miles away in the heart of a 
good dairy farming area to solicit cooperation of farmers in provid- 
ing reports of the daily transactions and activities connected with 
crop growing on their farms. The objective was to find fifteen farm- 
ers who would willingly report the details of every labor activity on 
the farm connected with crop growing and the details of financial 
transactions in connection with their production. Four days were 
required to complete the mission. Something over fifty farmers were 
interviewed before fifteen cooperators were found within what was 
considered to be a reasonable limit for a day’s drive for a route man 


5 See Minn. Agri. Exp. Stat. Bull. 97 and 125. 
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with horse and buggy. The plan of investigation called for placing 
a route man on the job who would visit each farm daily to pick up 
recorded reports or to interview the farmers and record data which 
were not readily available. Farmers at the time knew little about 
the experiment station and many of them were reluctant to give 
the details of their business transactions for fear that the informa- 
tion would be used in raising their taxes or to their disadvantage in 
some other respect. The solicitors were advised by numerous of 
the farmers interviewed that they “needed no advice from white 
collared representatives of the experiment station or the Univer- 
sity; that they were perfectly capable of running their own business 
and did not intend to tell anyone what they were doing.”’ However, 
fifteen willing cooperators were found on a route of some ten or 
twelve miles in length which was regarded as a suitable day’s travel 
for the route statistician, with horse and buggy. Arrangements 
were made to initiate the work on January 1, 1902. 

A similar expedition was made by Hays in the vicinity of Mar- 
shall in Lyon County to find cooperators at that point. The agri- 
culture of Lyon County at that time was thought to represent a di- 
versified farming area. Another route was established at Halstad, 
Minnesota in the Red River Valley which, at that time, represented 
a highly specialized crop production area with wheat the leading 
crop. The thought was that from the route at Northfield in Rice 
County representing the dairy type of farming, the one at Marshall, 
Lyon County, representing diversified farming and the one at Hal- 
stad in Norman County representing grain farming, data would be 
secured from which there would be no difficulty in telling what 
types of farming would be most suitable and most profitable in any 
part of the state. 

On January 1, 1902, the Minnesota Agricultural Experiment 
Station in cooperation with the Bureau of Statistics of the United 
States Department of Agriculture began gathering data on the 
established routes. The work was directed entirely from the Minne- 
sota Station with the expense being divided about equally between 
the Station and the Bureau of Statistics. Three young men who had 
been college students at Minnesota took leaves of absence from 
their college work to become route statisticians and gather the data 
from the fifteen farmers on each route who had been selected as 
farm cooperators. These cooperators had agreed to be interviewed 
daily throughout the entire year by the route statisticians and to 
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give a record of each hour of labor performed by each man, boy and 
horse on the farm. They were also to record the field or crop or other 
enterprise upon which the labor was used. The route man, together 
with the farmer, was to map the farm giving accurate measure- 
ments of each field so that the data collected might be so classified 
as to show the yields and cost per acre of each crop on each farm 
and also to permit calculation of an average for the routes from 
which an estimate could be made of the cost in other parts of the 
state. As might well have been suspected, some weaknesses were 
found in the procedure. The first two years were, in large measure, 
experimental. Methods and forms for recording the data had to 
be devised and the difficult problems of finding the exact rate of 
wages per hour for men and horses were not well worked out until 
about the end of the second year. However, the results obtained 
during these experimental years were accurate enough and valuable 
enough to be included in the data finally accumulated, analyzed 
and published as giving the cost of production on Minnesota farms.® 


Changes Made in Plan of Attack 


In 1904, a change was made in recording the data from these 
groups of farms. Up to that time the route statistican had made 
headquarters at one farm and drove the route daily just as a post- 
man would do in delivering the mail. On these daily trips, the route 
man picked up certain records made out by the farm family and 
interviewed the farmer and recorded other data needed to complete 
the record of the day’s activities. He spent evenings in perfecting 
the office records and posting the data. A preliminary examination 
of the data secured showed that a large part of the products of the 
farms did not reach market in the original form but were converted 
through the medium of livestock. This drove home the necessity 
for expanding the records to include all livestock operations and 
records of the general and personal expense of the family. The new 
plan called for the route statistician recording accurately the 
amount of the various feeds fed to the several classes of farm ani- 
mals and the amount of milk, the number of eggs or the quantity of 
other products actually produced. To satisfactorily accomplish 
the required duties, it became necessary to limit the number of 
farms on each route to eight and to require the route man to spend 


* Hays, W. M., and E. C. Parker, The Cost of ne Farm Products. Minne- 
sota Agri. Exp. Stat. Bull. 97. 
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three days per month at each farm. Headquarters were made, as 
before, at one farm where the records were accumulated, posted and 
compiled. These duties were accomplished by the route man on the 
two or three remaining working days of the month but often re- 
quired Sunday work as well to keep the records current. 

On these three day stops at each farm, the route man was re- 
quired to get out for morning chores when the farmers did to check 
the weights of feeds, measured out to each class of animals. He was 
also to check the weights of the milk from the individual cows and 
secure a sample for the butterfat test. During the day, other weights 

“ or measurements were taken and a record made of the daily trans- 
actions on that farm. At the night chore time, feeds and products 
were again checked out to complete the day’s record. On most of 
the farms, some member of the household was commissioned and 
later paid a small sum to record the household and personal expense 
of the family. This included a record of farm produce used in the 
house and of products bought and sold. This plan for securing data 
of the entire farm business proved to be much more satisfactory 
and productive of information than the plan followed during the 
first two years. 

Since the route man was required to assist the farmer in making a 
map of the farm, measure the fields and record the original data, it 
was found that his time was so fully occupied that he could no 
longer compile the data. It became necessary, therefore, to establish 
a statistical office at the Agricultural Experiment Station at St. 
Paul and mail in the data as secured for posting and analysis. The 
leaders of the project made frequent visits to the field headquarters 
and kept in touch with the farmers on the route with a view to se- 
curing and maintaining their interest and active cooperation. In 
return for the labor and time contributed by the farmers in securing 
the data, they were given each year and frequently oftener, a sum- 
mary of the results to date on their farms. The effect of this kind 
of cooperation soon became evident and the farmers began volun- 
tarily to improve their methods as they discovered the weak points 
in their farm operations. No effort was made by the investigators to 
induce the farmers to change their method. Their purpose was 
merely to record the facts concerning the daily farm operation as 
they occurred. 

No attempt was made to draw conclusions or to publish results 
until the investigation had been under way for a full four year 
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period. The first year’s results particularly were not complete and 
could not be fully utilized. With records gained in the three suc- 
ceeding years, however, compilations were completed and published 
in 1906 as Bulletin 97 of the Minnesota Experiment Station and 
simultaneously as Bulletin Number 48 of the Bureau of Statistics, 
United States Department of Agriculture. With the publication of 
those bulletins, the field method of securing data on the cost of 
producing farm crops was considered to be well standardized and 
satisfactory and, with modification, has been in continual operation 
at Minnesota since that time. 


The Objectives of the Study 


In the interim between the time cost accounting studies were 
initiated and the present, question has frequently been raised about 
the value of such accounts and the purposes for which they can be 
used. To make clear the viewpoint of the initiators of this type of 
farm management research, it may be well to reproduce the sum- 
mary of objectives as made at the time of the first publication of 
results in 1906.’ 


“Summary of Objects and Results” 
“Objects sought in collecting statistics of the business of farming.” 


1. “To aid in making a study of the business of the farm that it may be 
systematically conducted under the best possible plans. 

2. To supply many averages which the farmer rarely secures from his 
own business, as cost per acre of various labor operations, and cost of pro- 
ducing field crop products and livestock products. 

3. To determine the cost per hour of man labor and horse labor on farms. 

4. To determine the yearly values consumed in farm machinery, and the 
values consumed per acre for the various farm crops. 

5. To collect data on the feeding of farm animals as actually carried out 
and make comparisons of methods. 

6. To secure practical data concerning the profits from the different farm 
animals, and to devise simple methods of making records which will deter- 
mine the value of each individual animal as a producer, and the breeding 
value of the blood of each animal used as a breeder. 

7. To keep the performance records of dairy cows, and show reasons for 
profit and loss on the individual animals. 

8. To secure the data necessary to supplement the records of experi- 
ments in crop rotations made by experiment stations, that the net profits 
from the various rotations may be compared. 


7 Op. cit. 
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9. To determine and compare the net profits in various systems of pres- 
ent day agriculture. 

10. To assist the farmer to so organize his business that such arrange- 
ment of crops and livestock may be made as will give the largest net re- 
turns. 

11. To collect maps of actual surveys from many farms to be used in 
working out examples of reorganized field plans with systematic crop rota- 
tions. 

12. To assist in inaugurating simple systems of accounts for the farm 
business and the farm household. 

13. To secure data concerning the farm home, as the cost of living, the 
value of foods grown on the farm, and the cost of boarding hired help. 

14. To provide practical data to be used in schools, as consolidated rural 
schools, agricultural high schools, and agricultural colleges, in teaching the 
facts and principles of farm management. 

15. To aid in developing a literature on farm management, and a class 
of effective teachers, editors, and general writers; and to assist in overcom- 
ing the indifference to antiquated methods in farm management.” 


A study of these objectives will reveal the fact that the effort was 
not made to find costs for costs’ sake or with the expectation of de- 
termining an exact cost to be used in price making. Rather the ob- 
jective was to secure basic data at first hand that could be used in 
determining which crops under certain conditions gave the greatest 
net profits when grown for market and which crops could best be 
worked into farm crop rotations that, over a period of years, would 
yield the best returns to the farmer. Item 10 of-the summary brings 
out this thought clearly.-The whole enterprise was aimed at better 
farm organization, improved farm operation and the development 
of information that would be useful in teaching school and college 
classes in farm management and to build up literature on farm 
management. 

The publication above referred to contained analysis of the field 
data gathered during the years 1902, 1903 and 1904. The investi- 
gators recognized the fact that records kept on a farm business for 
any one year would not give a fair measure of the results achieved. 
By recording the data for three years and making comparable aver- 
ages, a much safer basis of estimates and calculations was provided. 
The policy, therefore, was adopted of publishing nothing short of 
three year averages and of making the term longer when that could 
be done. The route established at Northfield was continued for a 
period of eleven consecutive years, some of the farmers remaining 
on the route and reporting the results from their farms for the full 
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eleven year period. The route was maintained at Marshall for a 
period of nine years and at Halstad for sixteen years. Later the 
policy was adopted of moving from place to place in the state for 
records from specific types of farming over periods of three to five 
years. 


Expansion of Cost Accounting Research 


Emphasis on the study of farm costs were greatly stimulated 
when W. M. Hays, the leader of the project, became Assistant Sec- 
retary of Agriculture in 1905 and located in Washington, D.C. With 
Hays in Washington, the cost accounting investigations in Min- 
nesota were continued under the supervision of Boss with E. C. 
Parker, who had served as the first route statistician at North- 
field, taking over active leadership of the project. He served from 
1905-1908 and was followed by T. P. Cooper, now Dean and Direc- 
tor of the Kentucky Agricultural College and Station, who served 
from 1908 to 1912. He was followed in 1912 by F. W. Peck, 1912- 
1918, after which time G. A. Pond took over the leadership and has 
continued to pursue investigations in this field to the present. At 
Washington, Hays continued co-operation with Olmstead, of the 
Bureau of Statistics, and with Spillman, Agrostologist in the Bu- 
reau of Plant Industry, who had been put in charge of farm man- 
agement in 1902, when an Office of Farm Management was infor- 
mally established in the Bureau of Plant Industry. On July 1, 1905, 
the Office of Farm Management was formally recognized. The 
Office was located in the Bureau of Plant Industry, and Spillman, 
under the title of Agriculturist, was put in charge. In 1908, the cost 
accounting research of the Bureau of Statistics was transferred to 
the Office of Farm Management. 

Hays and Spillman, with the support of Olmsted, then under- 
took to enlist the interest of workers at various state stations and 
with some success. Among others contacted was Dr. H. C. Taylor, 
Agricultural Economist at the Wisconsin Experiment Station. He 
became interested in the project and in 1909 entered into a coopera- 
tive agreement with the Office of Farm Management for the opera- 
tion of a farm cost accounting project in Wisconsin, using an indi- 
vidual farm reporting system rather than the route system as em- 
ployed in Minnesota. Under the individual farm system, daily 
records from a number of farms were sent into the station office for 
compilation and analysis. Specialists from the station visited the 
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farms from time to time and made surveys and measurements of the 
farms reporting. These studies were pursued until 1919 when they 
were discontinued because of Taylor’s transfer to the Office of 
Farm Management in the United States Department of Agricul- 
ture. 

Under the leadership of Warren and Thompson, who, up to that 
time, had specialized in farm management surveys as a means of 
analyzing a farm business, Cornell University in 1911 began the 
study of farm costs under a record book system. These record books 
were used by farmers as journals in which to register the daily 
operations and transactions on their individual farms. The record 
books were summarized and analyzed by workers at the experiment 
station at the close of the calendar year. These studies have been 
continued consistently up to the present time with sixty to eighty- 
five farm records tabulated and analyzed annually. 

In 1912, the Illinois Agricultural Experiment Station, under the 
leadership of W. F. Handschin who had worked in the cost account- 
ing office in Minnesota with Cooper, established a cost accounting 
route among the farmers of Illinois for the express purpose of study- 
ing the economics of livestock production. In Illinois, as in Minne- 
sota, records were obtained by a route man who visited the farms 
of cooperators frequently to assist in accumulating the data and 
supervising the records. The number of farms from which records 
were obtained varied from ten or twelve in each area in the early 
stages of the study to thirty or more in later years when the farmers 
had become familiar with the form of the records and when trans- 
portation facilities were more rapid than in the early days. Illinois 
is still continuing the studies of farm costs. 

Following the attachment of the Farm Management Office to the 
Secretary’s Office of 1915, Spillman and E. H. Thompson of Cornell 
University, who had joined Spillman’s staff, succeeded in inter- 
esting a number of states in farm cost accounting. 

The reorganization of the Office of Farm Management in 1919 
under the administration of H. C. Taylor was followed by an up- 
surge in cost accounting studies. F. W. Peck of Minnesota was 
called to Washington to take charge of the Division of Farm Man- 
agement and Costs in the Bureau. Under his leadership and with 
the support of Dr. Taylor, a peak was reached in farm cost account- 
ing during the years 1919-1923. Additional states initiating farm 
cost accounting studies were North Carolina, Georgia, Ohio, Colo- 
rado, Iowa, Kansas, Montana, North Dakota and South Dakota. 
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The writer has made no attempt to analyze or report the findings 
of the studies made in these states. 


Evolution in Methodology 


In the initial years of farm cost studies, the emphasis was directed 
toward finding the costs as measured in money values. The thought 
was that money values would serve as a common denominator in 
making comparisons of cost, financial returns and profits from vari- 
ous crops and classes of livestock; that upon such comparisons it 
would be possible to set up the highest profit crop rotation combina- 
tions and the most profitable systems of farm management. 
Experience gained from analysis of the data recorded indicated that 
this measure in itself was not entirely satisfactory. Short term 
fluctuations in prices, variations in seasonal climatic conditions, in 
types of soil and in soil fertility complicated the results and made 
accurate interpretation difficult and unsatisfactory. It was found 
that the money cost measure, even when averaged out over a three 
or five year period, did not give a satisfactory base from which to 
project a good program of farm operation. 

In the search for satisfactory measures of costs, emphasis was 
turned toward determining the physical factors of cost entering into 
the making of crop and livestock products and encountered in farm 
operation and management. It was found that with records of the 
hours of man labor or horse work performed, the hours of machine 
or implement use and the physical quantities of the elements used 
in production one can determine on the basis of prevailing wage and 
price factors in any situation the costs, income and profits or loss 
from any farm enterprise and from the farm as a whole. Comparison 
on the basis of physical quantities used in production between farms 
of a local community and between farming areas can also be made 
thus spot lighting the most efficient operators and the most profit- 
able practices in production. As research in the farm costs field was 
evolved, attention has been turned toward the determination of 
the physical quantities of labor, power and materials used in pro- 
duction as the factors to be used with known or estimated yields 
and prevailing prices in determining the costs of production in any 
stated situation. 


The Place of Farm Cost Records in Farm Management Research 


It should be noted perhaps in this partial sketch that studies of 
the cost of producing farm products were initiated by old time gen- 
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eral agriculturists, agronomists and animal husbandry specialists. 
The approach was from the agricultural rather than from the eco- 
nomic viewpoint. As a matter of fact, Carver and Taylor were the 
only economists at the time branded with the rural or agricultural 
label and they were busy in outlining the field and developing the 
principles of agricultural economics. The agriculturists were inter- 
ested in the comparative profits to be made from the different crops 
and classes of livestock as a basis for formulating types of rotations 
and systems of farming that would yield larger returns to farmers. 
Warren and his associates at Cornell had much the same objectives 
in developing the farm management survey attack on the problems 
of farmers. It was not until the Office of Farm Management in 
Washington was well established and the agricultural economists 
had come in contact with the work being done in farm cost account- 
ing that the economists became interested in this new field of re- 
search. Taylor was one of the first to turn attention to farm cost 
studies as has already been noted. He with workers in the Office of 
Farm Management did much to broaden the objectives and refine 
the methods of analyzing and interpreting the accumulated data. 
Farm cost accounting has not proved to be a popular field of re- 
search for several reasons. Farms cannot be brought into an office 
or laboratory to be observed under a microscope or run through a 
test tube or weighed on a balance or scale They must be studied 
where they are. Inventory taking, field measurements and opera- 
tion observations may be cold, wet jobs from which many profes- 
sionally trained and softened men shrink. To properly interpret the 
records of a farm business, the research worker must be personally 
familiar with the farm, the operator and his family and with the 
environment surrounding the farm. The detailed records from a 
farm over a three or five year period become voluminous, complex 
and difficult of accurate interpretation. Some at least of those who 
have bravely started out on a study of farm cost accounting have 
been discouraged and overcome by the labor and mental effort in- 
volved. Farm cost accounting is an expensive form of research and 
results from a three to five year statistical route study come slowly. 
For these reasons, experiment station administrators have been re- 
luctant or unable to provide adequate financial support for research 
in this field, and yet in the slightly more than forty years since 
systematic farm cost accounting studies were initiated, a vast 
amount of data has been accumulated and published which has 
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proved to be exceedingly valuable in laying out planned programs 
of agricultural production state by state and nationally under the 
stress of a severe agricultural depression and the current war needs. 

Of the Agricultural Experiment Stations, Minnesota, Illinois and 
Cornell have most aggressively and constantly pursued farm cost 
accounting research. The Minnesota Station has a record of nine- 
teen Experiment Station Bulletins, two Technical Bulletins, nine 
Extension Bulletins and sixty-eight Mimeographed Reports to its 
credit. Many of these are published in cooperation with the United 
States Department of Agriculture. During the forty year period, 
there has been accumulated between 1,100 and 1,200 detailed farm 
cost records covering 12 farming areas. Illinois, since 1912, has ac- 
cumulated 850 individual detailed farm cost records. Fourteen 
bulletins have been published in the field of farm cost accounting 
together with ninety-six mimeographed reports of the results of 
different phases of farm cost accounting. The records have been 
used in various other ways for special audiences and occasions. Cor- 
nell University reports the publication of four Experiment Station 
Bulletins, five Extension Bulletins and fourteen preliminary or 
Mimeographed Reports. In addition, the data accumulated has 
been used in many other publications. 

The United States Department of Agriculture has contributed to 
publications in this field more generously than is indicated by De- 
partment publications. Most of the researches by the Department 
have been in cooperation with state experiment stations with the 
publication bearing state labels with acknowledgment of the con- 
tributions of the Department. No attempt is made to inventory 
publications of the Department or by Experiment Stations other. 
than those previously noted. 

That farmers consider the cost accounting data to be of value to 
them is indicated by the fact that several cooperative farm man- 
agement service associations have been organized in these states 
where the members pay a fee in support of a fieldman and a sum- 
marization of the yearly record by experiment station analysts. 
This type of service has proved to be highly useful and popular 
among those wishing to increase the efficiency of operation. 

In addition to its use in guiding and advising farmers in their 
production activities, the farm cost data have been useful at these 
institutions in building up subject matter for courses in Farm Man- 
agement in schools and colleges. The colleges in Minnesota, Illinois 
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and Cornell have used the results of these researches extensively 
and are the institutions that have attracted the largest numbers of 
college and graduate students training for professional work in the 
field of farm management. 

The uses of farm cost account records are many and varied. The 
individual farmer may use them as (1) a means of recording from 
year to year the details of his farm operations as a source of refer- 
ence to past practices and results. If he wishes to go further, the 
data recorded will enable him to determine his most profitable crop 
and livestock enterprises and his most efficient practices or methods 
of production. (2) From the record of physical quantities used in 
production of the commodities he produces he can make compari- 
sons from year to year and discover trends toward or away from 
efficient practices and methods. (3) The data recorded will serve as 
a basis for making trial budgets of different combinations of his 
farm enterprises and forecasting probable results before settling 
upon his yearly production program. In this way it is possible for 
him to fit his program to probable labor and power supplies and to 
estimate in advance and provide for needed feed and material re- 
quirements. Study of the results of past operations will reveal the 
weak and the strong enterprises that enter into his farm organiza- 
tion plans and contribute to the net income. Knowledge thus gained 
should result in a steady improvement in efficiency of production. 

In recent years, farm cost accounting data has been extensively 
used in connection with planned programs for agricultural produc- 
tion. The “physical quantity” data recorded by farm management 
research workers in the State Agricultural Experiment Stations and 
the United States Department of Agriculture have been an invalu- 
able aid in advising desirable state and national production pro- 
grams and in forecasting the various food, feed and materials likely 
to be needed nationally in meeting the requirements for an ade- 
quate and well balanced food supply. In states where such data are 
locally available, it has been useful also in setting up county pro- 
duction programs suited to the soil, climatic and economic limita- 
tions of the county and state. 

The primary purpose of research is to obtain new knowledge. 
Farm cost accounting research is designed to bring into view inti- 
mate knowledge of all of the factors that enter into the organization 
of a farm business and the part each plays in the functioning of the 
farm as a whole, As the watch maker must know the place and _ 
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function of each part of the watch he is making, so the maker of a 
farm organization plan must know the function and value of each 
enterprise or factor that goes into it. The best way to acquire inti- 
mate knowledge of the parts of a farm business is to study the parts 
separately and in combination as they appear in different types of 
organization. It is in making studies of this kind that the farm cost 
accounting records prove their value. Through the correct use of 
such records, the causes of successful and profitable production and 
of unprofitable operations may be discovered. Knowledge thus 
gained will enable the operator to improve his production program 
to the point where low income enterprises may be reduced to a mini- 
mum and emphasis placed on the highest profit combinations of 
enterprises. In dissolving out of the detailed records of physical 
units and factors of cost accrued by the cost accounting method one 
is enabled to deal with causes of results rather than to measure 
backward from results to causes. 


FORTY YEARS OF FARM MANAGEMENT SURVEYS 


S. W. Warren 
Cornell University 


T WAS about forty years ago that farm management survey 

work, as well as other lines of farm management research, was 
being initiated in the experiment stations of the United States. 
This was about the time when the better agricultural areas were 
well on their way in the shift from self-sufficient to commercial 
agriculture. 

Although the first work in farm management surveys began 
about 40 years ago it may be of interest to consider some of the 
earlier developments which led up to this work. Before 1900, agri- 
cultural research workers all over the ccuntry were beginning to 
think of going to the farms for some of their information. One of 
these workers was L. H. Bailey of Cornell. 

In a lecture before the Training Conference for Rural Leaders at 
Cornell University in July 1911, Bailey spoke on “The Survey Idea 
in Country Life Work.’ In this lecture he states that the survey 
idea at Cornell “was really begun with a piece of work in 1890 that 
culminated in the publication of Bulletin 19, ‘Report upon the 
Condition of Fruit-Growing in Western New York’.” 

The early development of the survey idea is well explained in 
Bailey’s lecture as follows: 

“The work in communities gradually took on larger meanings. It was 
desired to ‘round up’ an entire subject in a region, and to get its full sig- 
nificance. The horticultural survey work finally culminated in the excel- 
lent apple-orchard surveys of Wayne and Orleans Counties, by G. F. 
Warren, under the direction of Professor Craig (Bulletins 226 and 229, 
in 1905). I think it not too much to say that these surveys marked a 
departure in this kind of work, substituting‘the statistical method for 
previous means. Orchard after orchard was studied in person by Warren, 
and the financial and farm-management phases of the situation were re- 
ported with care; and in the Wayne survey the horticultural condition was 
articulated as far as possible with the geological horizon. 

“Other surveys of this general character have been made, and one of 
them has been published, 1910, as an ‘Apple Orchard Survey of Niagara 
County,’ under the direction of Professor Craig; and a correspondence 
survey, under direction of Professor Warren, was published in 1909 as 
‘The Income of 178 New York Farms.’ Other publications will follow. 

“The results of the statistical work in Wayne and Orleans counties were 
so striking that it was then proposed to apply the method to farming in 


1 Bailey, L. H. York State Rural Problems. Volume I. 
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general rather than to a single crop or product. In 1906, under Professor 
Hunt’s immediate direction, a survey was planned of Tompkins County, 
the seat of the New York State College of Agriculture. It was found at the 
close of the first season’s work that it is impossible, in practice, to cover all 
or even a large part of the rural situation in any region by going over it 
once; and the Tompkins county work was narrowed to a farm-management 
survey,—that is, ‘to find the profits for the year on each farm, and to find 
what conditions and types of farming result in the largest profit or labor 
income; in other words, to find why certain farms pay better than others.’ 
The results of this survey, published in 1911 as Bulletin 295, under the 
leadership of Professor Warren, make a distinct contribution to the coun- 
try-life movement; and, so far as we know, they represent the most com- 
plete census-taking of its kind that has yet been undertaken. The bulletin 
is a document of nearly 200 pages, replete with carefully secured and well- 
digested statistics and observations on the profits and losses of Tompkins 
county farms, with many interesting and applicable deductions. It will 
become a sourcebook not only for its region, but for general study of the 
problems involved in the business management of farms.” 


From the beginning, farm management surveys have been based 
on the idea that “every farm is an experiment station and every 
farmer the director thereof.” If we can collect and relate the results 
of all the experiences and experiments we shall have valuable agri- 
cultural knowledge. The agricultural survey in its various phases is 
a recognition of the immense fund of information which is obtain- 
able as a result of experience and experiments on farms. This work 
has very definite limitations since many new subjects have no basis 
of experience. 

The apple-orchard surveys, and the early farm management sur- 
veys referred to by Bailey were primarily concerned with the study 
of relationships. In the apple-orchard surveys, practices with re- 
spect to tillage, fertilization, spraying, number of trees per acre, etc. 
were related to yields. In the Tompkins County farm management 
survey the relationship of a large number of factors to profits was 
studied. 

The Office of Farm Management in the Bureau of Plant Industry 
began farm management surveys under the direction of W. J. 
Spillman in 1909.2 This work was expanded rapidly, and farm man- 
agement surveys were made in many parts of the country between 
1910 and 1916. The farm business analysis technique was further 
developed and improved. The emphasis in the farm business anal- 


2 Thompson, E. H. An Agricultural Survey of Four Townships in Southern New 
Hampshire. Washington: USDA. Bureau of Plant Industry Circular 75. 1911. 
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ysis studies was on determination of factors affecting profits on 
farms in the area studied. 

In the early days of survey work there was much discussion as to 
the reliability of the results obtained. Research workers accustomed 
to the precision of laboratory methods had difficulty in accepting 
the results of surveys when they knew that the original records 
contained many estimates. In the early literature we find consider- 
able reference to the question of the validity of the survey method.* 
During the last 20 years relatively little has been said on this ques- 
tion. Experience has indicated that while the results may not have 
the mathematical precision required by a laboratory technician, 
they are sufficiently accurate to lead to accurate conclusions. The 
survey method has come to be generally used in the whole field of 
Social Studies, in which the only source of original data is the expe- 
rience of people. We cannot put people in test-tubes and see how 
they react. We must wait until they run their own experiments and 
then collect and analyze their results. In the farm management 
field, the survey method has been used successfully in many coun- 
tries, and under a wide variety of conditions, even where most of 
the farmers are illiterate.‘ 

The results of the experiences of farmers may be collected by the 
use of supervised accounts or by the survey method. Each of these 
methods has its place in farm management research. It is impor- 
tant to keep in mind that the survey method does not necessarily 
mean obtaining information from farmers who keep no records. It 
means getting data by personal visits to farmers. A farmer may an- 
swer the questions from memory or from his records or from both. 
For an individual farm record, the essential difference between the 
survey method and supervised accounts is that in the one case each 
farmer keeps his records to suit his own fancy, whereas in the other 
case each farmer keeps a standard set of accounts. 

It is clear that the data on each individual farm will be more 
accurate if the accounts are supervised by the research worker. 
The most important difficulty of supervised accounts is the impos- 
sibility of obtaining a representative sample of all farmers by this 
method. It is well known that supervised accounts are strongly 


8 Spillman, W. J. Validity of the Survey Method of Research. USDA. Bulletin 
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biased in favor of better-than-average farmers. For some purposes 
this bias may not be serious. As one research worker put it, “These 
farmers who keep supervised accounts are typical of the farmers 
who come to meetings.” However, for many purposes it is necessary 
to have results which are typical of all farmers in a community, in 
a county, in a type of farming, or in some other classification. For 
this purpose the survey method is the only one yet devised for 
obtaining an adequate sample. 

The type of sample obtained by supervised accounts is satisfac- 
tory for the study of factors affecting profits on better-than-average 
farms. Such a sample has serious limitations for the purpose of de- 
scribing the agriculture in a county or a type-of-farming area. But, 
casual inspection of many recent publications based on supervised 
accounts indicates that most of the space in the reports is devoted 
to description rather than analysis of relationships. 

It has been indicated above that in the early days of survey work 
much discussion centered around the question of the accuracy of 
the data. This discussion has now subsided and a new one has taken 
its place—the question of sampling. Much has been said in recent 
years about the “Stratified Random Sample.” The block samples 
which have been used in most farm management surveys have been 
strongly criticized because there is no way of stating statistically, 
that these samples are typical of any group of farms outside of the 
area studied. Those who have raised this objection have been pri- 
marily interested in a sample census rather than in the objective of 
finding “why certain farms pay better than others.” Where de- 
scription is the major objective, the matter of obtaining a random 
sample is a very important question. If description is not the major 
objective, then we can come back to the problem of obtaining a 
proper sample for the original purpose of determining factors affect- 
ing profits. 

Since a large number of factors affect profits on farms it is im- 
portant to reduce as far as possible the number to be considered in 
any one study. A block sample limited to an area which is homo- 
geneous as to soil, climate, topography, and markets makes it pos- 
sible to study variations in profits due to other factors. A random 
sample scattered all over a state must first be sub-divided according 
to soil, climate, and type of farming. Unless the number of records 
is extremely large, it will not be possible to study the relation of 
any other factors to farm profits. 
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The distinction between the type of sampling necessary for de- 
scription and the type necessary for a study of relationships is well 
presented by Deming.® Deming labels these two kinds of statistical 
problems as “Type A” and ‘“Type B.” He illustrates these as fol- 
lows: 

“The distinction between Types A and B is already familiar in the 
homely example of relief work. Some agencies for relief of the destitute aim 
to give immediate care to their patients, now, as they are, regardless of 
what may be the root of the evil. This is Type A treatment. Other agencies, 
instead of carrying food and clothing to the destitute, hand them a ques- 
tionnaire, with the object of studying the causes that iead to poverty, and 
thus to take action to prevent like occurrences in the future. This is Type B 
treatment. Both types are important. One needs to be supplemented by 
the other, but they are different; they have different objectives and require 
different techniques.” 


Deming points out that when it comes to the question of sam- 
pling, we have at our disposal a vast accumulation of contributions 
in mathematical statistics, which are useful in Type A problems, 
but that there is no mathematical theory that will tell a man when 
he has covered enough situations in his inquiries to establish a rela- 
tionship. 

In Type B problems—the establishment of relationships—the 
interpretation of the results depends on judgment. A thorough 
understanding of the basic data is essential. If farms are sampled by 
the block method, this thorough understanding of the data is possi- 
* ble. It is difficult to have a thorough understanding of data obtained 
from a random sample scattered over a wide area. 

Thus, in the establishment of relationships, which has been the 
main job in farm management research, a block sample seems to be 
essential. “But,” someone asks, “how can you generalize results 
from this small block to any larger area and if you cannot general- 
ize it to a larger area how can you justify the expense of the study?” 
_ The answer is that these studies of relationships must be repeated 
frequently as to both time and place. When we find the same rela- 
tionships showing up in different places, and over a period of years 
we are then getting onto safe ground for generalizations. If the re- 
lationship shows up differently in different places or in different 


5 Deming, W. Edwards. On Some Contributions of Statistical Inference to Mar- 
keting Research. Ohio State University Publications, College of Commerce Con- 
ference Series. No. C-17, 1941. 
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years we may be able to generalize as to circumstances under which 
various results may be expected. 

More farm management research data have been collected by the 
survey method than by any other. What of the future? Are all of 
the questions answered? Probably the general principles of size of 
business, crop yields, and production per animal as discovered in 
the original Tompkins County survey are not likely to change much. 
But a farmer is interested not in the general principle, but in its 
application to his farm. 

We have only scratched the surface of the possibilities of obtain- 
ing farm management information in such detail as to indicate 
what is the best type of farm organization on a particular soil type, 
for farmers with different levels of education, or different amounts 
of help available, or different kinds of markets available. Our big 
need for the future is to obtain groups of farm management records 
which are homogeneous, not only as to soil, climate, topography 
and markets, but also as to the education of the operator, acreage 
in the farm, and some of the other important factors. If we can 
eliminate these major factors by the sampling process we can then 
go ahead to study some of the minor factors affecting farmers’ in- 
comes. Most of the farm management surveys made to date have 
contained so much variation on the major factors that it has been 
impossible to study the relation of minor factors to incomes. 

The opportunities for increased contributions in farm manage- 
ment research by the survey method as well as by other methods 
are great. No one should get to thinking that we now know all the 
answers. Anyone who gets to feeling this way should try to plan the 
operations of just one farm. He would then have enough questions 
to keep a college research department busy for ten years. 


THIRTY YEARS OF FARM FINANCIAL 
AND PRODUCTION RECORDS 
IN ILLINOIS 
M. L. MosHer 
University of Illinois 
ARM financial and production records were first kept by Illi- 
nois farmers in an organized extension project of the College 
of Agriculture in 1915. The project is now in its thirtieth year. The 
account book used in 1915 was used as a trial book in Tazewell 
County where a group of 65 records were summarized. This account 
book was printed by the Tazewell County Farm Bureau under the 
leadership of E. T. Robbins, the agricultural agent.! The book was 
then printed in larger numbers by the Agricultural Extension Serv- 
ice and used in Tazewell and a few other counties in 1916. Two 
Woodford County farmers have kept the book continuously from 
1916 to the present year. 

In cooperation with the United States Department of Agriculture 
the College of Agriculture collected survey records in 1913. Some 
difficulties in the use of survey records in studying farm problems 
under midwest conditions presented themselves. Because in the 
midwest large inventories of marketable grain and livestock pile 
up, the farmers find it hard to think back for a full year and remem- 
ber with sufficient accuracy either the inventory of the previous 
year or the sales that belong to the current year’s operations; thus 
haziness of memory constitutes a difficulty in the use of the survey 
method. This is particularly true in the case of crop-share tenants 
who may not be fully concerned with sale of the landlord’s share of 
the crops. 

The farm account book rapidly took the place of the survey rec- 
ord that had been used in former years in Illinois and other mid- 
western states as the basis of farm management extension work. 
The farmers who used it were contacted at the beginning of the 
year and assisted in recording their capital assets of land, buildings, 
machinery and breeding stock and their inventories of feed, grain 
and livestock on hand at the beginning of the accounting year. The 
books, which provided for the recording of farm expenses and re- 
ceipts and the production of crops, were left with the cooperating 

1 In those early years of the Extension Service, the county farm bureau was or- 


ganized as the local organization through which the Extension Service accomplished 
its work in the county. 
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farmers who made their own entries in the books. At the end of the 
year the books were inspected for completeness, the end-of-year 
inventories and the depreciated values of capital assets were re- 
corded, and the books were collected for analysis. 

When the account-book-kept records were checked with survey 
records taken on some of the same farms, it was evident that im- 
portant items of expenses, receipts, and inventory values were 
often omitted from the survey records. The same devices that were 
used to check survey records for accuracy were applied to the 
records kept by farmers, a method which had the added advantage 
of including the actual entries of most farm business transactions 
and a good inventory at the beginning as well as the end of the year. 
After the records were summarized, the books were returned to the 
cooperating farmers. 

A comparative study of the survey and accounting methods of 
obtaining farm records led to the conclusion by the late W. F. 
Handschin and H. C. M. Case that, under corn-belt farming condi- 
tions, greater accuracy was to be obtained by the account-book- 
kept-by-the-farmer method than by the use of annual surveys.? 
This statement applies especially to areas where large inventories 
of crops and livestock are normally carried from one year to the 
next. The actual difference in the cost of securing survey records 
and account-book records is not significant. 

It was recognized that most of the account books were kept by 
the more progressive farmers and so the records did not provide an 
“average’’ of conditions among all farmers of the area in which the 
books were kept. In order to obtain information in regard to aver- 
age conditions, survey records have been taken on all farms in se- 
lected typical areas from time to time. Comparisons of the records 
obtained in the same area by the two methods have led to the real- 
ization that the average earnings of the “lower” one-fifth to one- 
third of account-keeping farmers are about equal to the average 
earnings of all farmers in the area. The late W. F. Handschin used 
to say that even though farm financial records are not representa- 
tive of all farms in an area, they furnish the farm management re- 
search worker the information he is primarily interested in obtain- ~ 
ing, namely why some farmers succeed better than others. 


2 W. F. Handschin was head of the Department of Farm Organization and 
Management (later merged into the Department of Agricultural Economics) and 
H. C. M. Case was extension specialist in farm organization and management. 
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The Extension Project in Farm Accounting 


Beginning in 1915 with a maximum of 65 cooperating farmers in 
Tazewell County, the state-wide Extension Project in Farm Ac- 
counting was extended to 218 cooperators in ten counties in 1923 
(95 in Woodford County); in 1924 it jumped to 606 cooperators in 
34 counties, and during the past ten years has increased to from 
2,000 to 3,000 per year with nearly every county represented. 

Like other extension projects, the Farm Accounting Project is 
conducted in each county by the county agricultural agent cooper- 
ating with the Extension Specialist. In most counties, the accounts 
are kept on the calendar year basis. Schools for beginning account 
keepers are held near the first of the year. In many respects the 
work in Illinois has been similar to that in most of the midwestern 
states. Formerly all books were checked in individually by the ex- 
tension specialist or the county agricultural agent. In recent years 
lack of manpower has necessitated the use of the group method of 
checking in books, with some individual checking of records in 
some counties. Directions for use of the records in filing income tax 
forms are returned with the books. In most counties, the county 
agricultural agents arrange to have competent persons assist ac- 
count-keeping farmers file income tax papers. Summaries of the 
farm account records are made by type-of-farming areas. One re- 
port for each cooperating farmer is prepared for his use. It shows his 
financial and production records in comparison with the average 
of the records of all farms in his area, farms having the same quality 
of soil, farms of the same size, and farms that have the same sources 
of income. 

The individual reports are returned to the cooperating farmers by 
the county agricultural agent accompanied by an extension special- 
ist in farm management. The extension service manpower shortage 
during recent years has made it impossible to give adequate time 
for this work. The extension specialist usually visits twelve to fif- 
teen farms per day. While this seems very inadequate, farmers con- 
tinue to express their appreciation of the value of the service. Dur- 
ing recent years a fee of $1.00 or $2.00 per record has been collected 
from cooperating farmers to pay a part of the cost of summarizing 
the records. 

Beginning in 1924, a state summary has been prepared each year. 
The state summary gives averages of essential data by counties and 
type-of-farming areas. From 1924 to 1937 the state summary was 
included in the “A Year’s Progress in Solving Farm Problems of 
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Illinois” which was the annual report of the work of the Agricul- 
tural Experiment Station; from 1938 to 1939 it was printed as a 
separate report; and since 1940 it has been published as a special 
number of the JIlinois Farm Economics, a publication of the De- 
partment of Agricultutal Economics. 

The appreciation of farmers for this type of extension work is 
shown by their willingness to give financial assistance to the proj- 
ect in order that fieldmen who give all of their time to servicing a 
limited number of farms in the Farm Bureau Farm Management 
Service may be employed. 


The Farm Bureau Farm Management Service 


The Farm Bureau Farm Management Service was organized in 
1924 by and for a group of farmers in Livingston, McLean, Taze- 
well, and Woodford counties which are in the north central part of 
Hlinois.* Many of the farmers who organized the project, especially 
in Woodford and Tazewell counties, had been cooperating in the 
farm accounting project since 1916. The time came when they 
asked for more service than either the extension specialists or the 
county agricultural agents could give. It was the privilege of the 
author before becoming a permanent member of the staff of the 
University of Illinois in charge of this phase of work to serve as the 
fieldman of this first group for a period of three years. 

A plan for a cooperative farm management service whereby the 
full time of a farm management specialist would be available to a 
limited number of cooperating farmers who would pay a large part 
of the cost was presented to a few leaders in each of the four coun- 
ties. With almost the unanimous approval of such leaders, the plan 
was presented to each of the farm bureau boards and approved by 
them. The county farm bureau was then, and always has been in 
Illinois, the local organization through which the agricultural exten- 
sion service functions. In fact, it was originally organized for that 
purpose only. 

In the beginning, some of the county farm bureaus paid a portion 
of their cooperating farmers’ fees and although the farmers paid the 
major share of the cost, the extension service paid a part of the 
specialist’s salary. In the beginning the cooperating farmers signed 
agreements to carry on the work for the three years of 1925, 1926, 
and 1927. They signed three post-dated checks, one payable Jan- 


3 Similar services were organized a few years later in Minnesota, Iowa, and 
Kansas. 
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uary 1 of each year. At the end of the three years the project was 
reorganized for another period of years, and has been so reorganized 
each four years since. Fifty of the original cooperators have con- 
tinued in the service throughout the past twenty years. 

Beginning in 1929, the number of cooperators in the four counties 
was doubled and two fieldmen were employed; in 1930 it was ex- 
tended into four adjoining counties in western Illinois, and in 1931 
into four counties in northern Illinois. About 400 farmers continued 
in the service throughout the depression of the thirties. Since 1937 
it has expanded into thirty-seven counties covering all of the north 
third of the state. Six fieldmen are serving a total of 1,250 coopera- 
tors at this time. Three other groups are now (November 1944) being 
organized in seventeen additional counties. Beginning with Jan- 
uary 1, 1945, there will be about 1,900 cooperators in 54 counties in 
the north three-fifths of the state, served by nine fieldmen. During 
recent years whenever the project has been reorganized in any area 
from 90 to 95 percent of those who had been in the service have 
continued for another four years. 

At the present time the several county farm bureaus concerned, 
cooperating with the Department of Agricultural Economics, or- 
ganize the Farm Bureau Farm Management Service in groups of 
from five to ten adjoining counties. One fieldman serves from 200 
to 230 cooperators. The entire cost of the service is from about $35 
to $40 per farm per year. The University of Illinois pays about 
one-fifth of the cost in the salaries of those who organize and super- 
vise the work and in other overhead costs. The cooperator’s fees 
vary from a minimum of about $20 to a maximum of $60 per farm 
per year. The fees are graduated, the size of the farms and the acres 
of untillable land determining the amount paid. 

In order to qualify as fieldman, a man must have grown up in the 
country, must be a graduate of an agricultural college, and must 
after graduation have had several years’ practical experience in 
farm management work. The salaries paid are equivalent to those 
paid to the more experienced county agricultural agents. 

The fieldman makes a minimum of three visits per year to each 
farm. A definite appointment for each visit is made by post card a 
few days before the visit is made. One visit is made in March, April, 
or May after the summarized book of the preceding year is in the 
farmer’s hands. The second visit is made in May, June, or July 
when the fieldman takes the annual farm business analysis report 
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to the cooperator and explains it and discusses problems with him. 
The third visit is made in the fall of the year, when much of the 
time is spent in helping the cooperators with land use, livestock, 
and other farm organization problems. A fourth contact is made 
with each cooperator at a central point in each county during the 
last of December or in January when the year’s record is carefully 
checked over before the book is brought to the University for sum- 
mary and analysis. A fifth contact at an appointed place is made 
with those who wish the fieldman’s help with the making of income 
tax returns. While this contact is optional, about two-thirds of the 
cooperators avail themselves of it. 

Two group contacts are made each year with the cooperators in 
each county. During the fall, the county agricultural agent and the 
fieldman arranges a field trip to two or three farms of cooperators 
whose farms have shown good earnings and which demonstrate 
some good practices in farm organization and management. Usu- 
ally some subject-matter specialist from the State Extension 
Service is present to help lead discussions of particular subjects. 
In early winter the county agricultural agent and the fieldman ar- 
range for an all-day county meeting at some central place where 
agricultural outlook and other matters of interest are discussed 
and instructions for closing account books are given, 

The fieldman in the Farm Bureau Farm Management Service 
does not replace the county agricultural agent nor the extension 
specialist. County agents have repeatedly made the statement that 
cooperators in the Farm Bureau Farm Management Service were 
more likely to call on them, the county agents, for help with special 
problems after they enrolled in the service than before. County 
agents learn to look to cooperators for leadership in community 
programs. 

The accounts kept by the cooperating farmers are similar to 
those kept by cooperators in the state-wide extension project in 
farm accounting; that is, they include capital asset accounts with 
buildings, land improvements, machinery and equipment, and 
breeding stock; inventories of feed, grain, and livestock; expense 
and receipts of all phases of the farm business; and the production 
of crops. In addition to the records kept in the extension project in 
farm accounting, the cooperators record the total live-weight pro- 
duction of each kind of livestock (including dairy cattle); the pro- 
duction of milk, eggs, and wool; and the amounts and value of grain, 
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hay, silage, pasture, and purchaséd supplements fed to each kind 
of livestock. The value of the farm products used in the farm home 
are included as part of the gross farm earnings. 


Value of Farm Accounts as Sources of Research Data 


The farm account records based upon both the state-wide exten- 
sion records and the Farm Bureau Farm Management Service 
records have proved useful sources of research data in studies of 
farm organization and operation, land appraisal, landlord-tenant 
relations, father-son agreements, soil conservation practices, farm 
credit, and numerous other subjects. 

Farm organization and operation.* Farm account records have 
been the means of measuring the economic value of many farm or- 
ganization and operation practices. Farmers are interested in im- 
proving their methods of producing a given crop or of raising a cer- 
tain kind of livestock. However, profitable farm operation demands 
a proper balance among the several factors involved in the organi- 
zation and operation of the farm business. It is not unusual for a 
farmer to excel in one or a few lines of work, but to do so poorly in 
others that the gains from the good work are offset by the losses 
from the poor, with the result that his farming operations as a 
whole are unprofitable. 

The annual farm management analysis prepared for each farm 
account keeper shows, first, how profitably he has operated his 
farm as compared with others farming under similar conditions; 
second, it shows those crop and livestock projects in which he excels 
and on which he may build a more profitable business; and third, 
it shows those places where the so-called leaks occur and gives him 
an opportunity to “stop the leaks.” Many a farmer has been sur- 
prised to learn that his yearly income was increased materially over 
what it would otherwise have been by some project which he had 
considered of minor importance and that some other project in which 
he had been more interested was in reality a source of loss to him. 

A few illustrations will show the extent to which some farmers 
have changed their systems of farming as a result of their farm bus- 
iness analysis. One of the early account keepers was producing beef 
from feeder cattle and pork from home-raised pigs as major enter- 

* Two bulletins published by the Illinois Experiment Station, much of the data 
for which were obtained from farm accounts are: Bulletin $29, “Organizing the 


Corn-Belt Farm for Profitable Production” by H. C. M. Case, R. H. Wilcox, and 


H. A. Berg, and Bulletin 444, “Farm Practices and Their Effects on Farm Earnings” 
by M. L. Mosher and H. C. M. Case. 
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prises. His records showed that he did not succeed as well with 
them as others did. During the agricultural depression of the twen- 
ties he began to milk a few cows to supplement his low income. His 
record showed that he did well with the cows and he found that he 
did not dislike the dairy business. He gradually shifted from beef 
and pork to dairy production, has become the leading dairyman 
in his county, and is farming more profitably because of the change. 

One of the original cooperators of the Farm Bureau Farm Man- 
agement Service kept some cattle, some hogs, some sheep, and some 
pouliry. After a few years of study of his records he found that hogs 
were doing better for him than for most farmers and that they were 
paying him more for feed and labor than any other kind of livestock. 
He turned his efforts largely to pork production and has become one 
of the most efficient large scale pork producers in the state. 

Still another farmer was doing well with dairy cattle and hogs. 
His fieldman, however, pointed out to him that his business analysis 
showed that his hens were paying him more for the feed and labor 
than either the cattle or hogs. As a result he has retained his dairy 
herd and hogs but has gradually increased his poultry business until 
during recent years he numbers his hens by the thousands and has 
had an excellent income from his farm. 

One returned veteran of the First World War saw from his farm 
business analysis that pork producing farms were proving profitable 
in his part of the state and that his hogs did not do as well as the 
average. He determined to learn to raise hogs successfully and to 
increase the size of his hog business. He went to his fieldman, his 
county agricultural agent, and the extension specialist in livestock 
production for help and so succeeded in his efforts that his farm has 
been used repeatedly to demonstrate good pork production methods. 
He went heavily into debt in the late twenties to buy the family 
farm and has testified repeatedly that without the help of the farm 
accounts and the accompanying services he would have been unable 
to make the necessary payments on his mortgage during the de- 
pression years of 1930 to 1935. 

Hundreds of illustrations could be given to show the value to indi- 
vidual farmers of the annual analysis of the farm business and the 
help that fieldmen, county agricultural agents, and extension spe- 
cialists have been in solving individual problems brought out by the 
records. The best proof of their value to farmers rests in the con- 
tinuity of records on the same farms. More than 1,000 farmers have 
kept accounts for ten years or longer. 
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“Farm accounts kept by nineteen Woodford County farmers led 
them to improve the organization and operation of their farms in 
ways that added approximately $650 to their average net incomes 
in 1922, the seventh consecutive year in which they kept accounts. 
Uniform records kept in a simple farm account book prepared by 
the University of Illinois provided the means of finding out at what 
point the farms could be made more profitable.”® 

The following statement appeared in a bulletin published in 1938, 
the data for which were obtained from'records kept by farmers co- 
operating in the Farm Bureau Farm Management Service: “Of | 
fifty-seven farmers, the ten who made the most improvement in 
earnings compared with the average of the group during the ten 
years from 1925 to 1934, earned approximately $1,500 a year more © 
at the end of the period than they would have earned had they con- 
tinued to farm throughout the period as they did during the first 
three years of the period. These improvements in earnings were due 
largely to changes in the organization and operation of the farms as 
a result of membership in the Farm Bureau Farm Management 
Service.” 

Improvements in farm organization are cumulative and earnings 
increase for many years as a result of improved organization and 
operation of farms. 

Land appraisal. Farm account records have proved useful as a 
means of arriving at a long-time productive value of farm lands. A 
weighted state average value of $79 an acre based on the twelve- 
year (1926 to 1937) average net cash income per acre capitalized at 
five percent was reported in a study by P. E. Johnston and H.C. M. 
Case.’ The earned value fluctuated widely with changes in the 
prices of farm products and supplies from $7 an acre in 1932 to $123 
per acre in 1929 and 1936. The twelve-year average value varied 
in different parts of the state from $14 per acre in a low productive 
area of southern Illinois to $103 per acre in a relatively more pro- 
ductive land area of northern Illinois. 

In a study reported in JIlinois Farm Economics, June 1941, the 
author reported that studies in Woodford County show that the 
average land under ordinary tenant management has had a 25-year 


5 Case, H. C. M., and M. L. Mosher, Increasing Farm Earnings by the Use of 
Simple Farm Accounts, Ill. Agri. Exp. Stat. Bull. 252. 

6 Mosher, M. L., and H. C. M. Case, Farm Practices and Their Effects on Farm 
Earnings. Illinois Agri. Exp. Stat. Bull. 444, p. 589. 

7 Johnson, P. E., and H. C. M. Case, Twelve Years of Farm Accounts in Illinois, 
Illinois Agri. Exp. Bull. 491. 
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(1916-1940) investment value of about $125 per acre for the land 
and buildings, including the residence. 

Farm records kept over periods of ten or more years are being 
used in a cooperative project with the Department of Agronomy 
in evaluating the productive capacity of different soil types and 
the effects of different practices in soil management. The soils on 
several hundreds of long-time account keeping farms have been 
mapped. The crop yields, land use, and soil treatments have been 
obtained from the farm account books kept by the cooperating 
*ddmers. Crop yield data have been correlated with soil types and 
results obtained that are valuable in land appraisal and in soil 
management. The effects of various soil treatments on soils of 
different types are useful in planning soil improvement programs. 

Several papers based on the farm accounts and soil-type studies 
on accounting farms have been presented at various conferences for 
land appraisers. 

Landlord-tenant relations. Data from farm records kept during 
the past thirty years on many thousands of rented Illinois farms 
have led to more satisfactory divisions of receipts and operating 
expenses of both landlord and tenant than it would otherwise have 
keen possible to make. 

Illinois Agricultural Experiment Station Circular No. 503 de- 
scribes three types of leases: The Crop Share-Cash Lease, The Live- 
stock Share Lease, and the Manager-Tenant Lease, and methods 
of evaluating the contributions of both landlord and tenant under 
each type of lease. Lease forms have been printed and sold at cost 
of printing to hundreds of Illinois farmers. 

Father-son agreements. Farm records have enabled many fathers 
and sons to reach satisfactory agreements as to the divisions of farm 
earnings and farm expenses on farms where the sons remain at home 
after becoming of age and where the father is still active and wishes 
to continue in the farming business. The extension specialists in 
farm management and the fieldmen in the Farm Bureau Farm 
Management Service have been helpful to many fathers and sons 
by assisting them to reach satisfactory solutions of this problem. 
Farm records are used as a basis of developing the agreement and in 
determining the income to each party. An Illinois Agricultural Ex- 
tension Circular is now being published under the title, ““Father-Son 
Farm Business Agreements.” 

Value of soil conservation practices. In November 1936, a coop- 
erative project agreement was entered into between the Depart- 
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ment of Agricultural Economics, Illinois Agricultural Experiment 
Station, and the Soil Conservation Service and Bureau of Agricul- 
tural Economics, U. S. Department of Agriculture, to conduct “A 
Study to Determine the Economic Effects on Illinois Farms Result- 
ing from the Operation of Definitely Planned Program of Soil and 
Water Conservation and Erosion Control.”’ Most of the data for 
this study have been obtained from farm account records which 
were the basis of the project. 

E. L. Sauer, in charge of the project, has stated some of the re- 
sults obtained from the study as follows: Average per acre increases 
for the five years 1939-1943 in Illinois for crops grown on the con- 
tour compared to up-and-down the slope were: Corn, 7.5 bushels; 
soybeans, 2.7 bushels; oats, 7.4 bushels. Based on the average crop 
yields per acre for the account-keeping farms from which these data 
were secured, “‘around-the-hill” farming averaged for the five years 
1939-1943, the following percentage increases: Corn, 13 percent; 
soybeans, 13 percent; oats, 20 percent; and wheat, 19 percent. In 
studying the farm operating costs resulting from the use of con- 
servation practices, farms on which all or the major part of the 
farming operations were on the contour were matched with com- 
parable neighboring farms on which none of the field operations were 
on the contour. Results of this study on 135 farms for the three 
years 1940-1942 show that power and machinery costs and labor 
costs per crop acre were practically the same on the two groups of 
farms. Man labor costs averaged $9.93 and $10.40 and power and 
machinery costs, $6.85 and $7 per acre per year on contoured and 
non-contoured farms respectively.® 

Farm credit studies. Farm account records have been used as the 
basis of various studies in the farm credit field. Notable among 
these was the study made by Joseph Ackerman, Assistant Director 
of the Farm Foundation, and reported in his doctoral dissertation 
“Factors Influencing Farm Lending Experience in Coles and Six 
Adjoining Counties, Illinois, 1917-1933.” 

Tax Commission and Commerce Commission hearings on farm 
taxes and transportation rates. Farm account records kept by 
thousands of Illinois farmers during the past thirty years have been 
very helpful as evidence in hearings before the Illinois State Tax 
Commission and the Interstate Commerce Commission. From time 


8 From article, “Extra Acres from Conservation Practices Help Meet Production 
Goals,” Illinois Farm Economics, April 1944, 
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to time staff members of the Department of Agricultural Eco- 
nomics, College of Agriculture, University of Illinois, have been 
called upon to testify in regard to the relation of taxes and trans- 
portation rates to farm earnings in tax and rate hearings. Always, 
the accumulated farm records have been helpful in presenting the 
farmer’s case in its true light. 

Evaluating the use of T.V.A. phosphates. The Department of 
Agricultural Economics and the Department of Agronomy began 
a five-year research project early in 1944, the purpose of which is 
the evaluation of the use of phosphates distributed by the T.V.A. 
About 200 farmers in the southern part of the state are keeping farm 
accounts under the direction of a fieldman who works with them 
in much the same way as the fieldmen in the Farm Bureau Farm 
Management Service work with their cooperators. Some of the 
cooperating farmers are using the T.V.A. phosphates and others are 
using none. Comparisons of the crop rotations, crop yields, live- 
stock production and farm earnings will be made of farms that use 
and those that do not use phosphates. 

Evaluating the personal qualities of good farmers. Farm records 
have assisted in the evaluation of the personal qualities of farmers 
that enable them to operate their farms successfully. H. G. Russell 
wrote a master’s degree thesis on the subject, ‘The Influence of 
Certain Personal Qualifications of the Farm Operator on Farm 
Earnings.” As a basis of this study he asked county agricultural 
agents and fieldmen of the Farm Bureau Farm Management Serv- 
ice to rate several personal characteristics of a few hundred farm 
account keepers. These ratings were then correlated with the earn- 
ings of their farms over an average of several years. 

As the author of this paper has studied the practices followed by 
farmers whose records have shown them to be successful, he has 
also studied the personal characteristics of the farmers. A few years 
ago he prepared a paper on the subject and read it before Rural 
Youth groups, college classes, and various farm groups.® 

Planning farms for soil conservation and economic operations 
The planning of record-keeping farms for soil improvement, soil 
conservation, and economic operation was made a part of the Ex- 
tension Project in Farm Management almost from the beginning 
of farm accounting in Illinois. For the first few years, the farm plan- 


9 “Personal Qualities of Good Farmers,” by M. L. Mosher, Department of 
Agricultural Economics, mimeo. 


36 M. L. MosHer 


ning consisted mostly of planning for rotations of crops and good 
land use. Later, under the guidance of R. R. Hudelson, then Exten- 
sion Specialist in Farm Management and now Associate Dean of 
the College of Agriculture, the fitting of a livestock program to the 
land use program was included when a mimeographed “Guide to 
Farm Planning” was published. More recently a printed “Farm 
Planning Booklet” was prepared under the leadership of J. B. Cun- 
ningham, formerly a fieldman in the Farm Bureau Farm Manage- 
ment Service and now Extension Specialist in Farm Management. 
The booklet goes further than the “Guide to Farm Planning” by 
providing standards of expenses and estimates of the probable 
long-time earnings of the farm both before and after the new plan 
was put into effect. About 40,000 copies have been distributed at 
cost of printing. 

Some of the farms whose operators were assisted several years 
ago in working out complete plans for land use, livestock produc- 
tion, and economic operation are now among the more profitably 
operated record-keeping farms. 

Farm account records form the basis of graduate study. Farm 
account records have formed the basis of many theses presented in 
partial fulfillment of requirements for masters’ degrees. At least 
three doctoral dissertations have used farm account records as the 
source of much of their data.’° 


Value of Farm Accounts in Extension Teaching 


Farm accounting in Illinois has always been considered a joint 
extension and research project. From 2,000 to 3,500 farmers have 
been enrolled in the extension and research projects each year for 
the past twenty years. Each of more than 1,000 farmers has kept the 
accounts for ten years or longer. 

Individual service. The service rendered to the thousands of in- 
dividual farmers who have kept records constitutes one of the high- 
est forms of extension teaching. This is especially true in the case 
of cooperators in the Farm Bureau Farm Management Service who 


have paid for most of the cost of the services of a trained farm 
management specialist. 


10 Joseph Ackerman wrote on the subject, “Factors Influencing Farm Lending 
Experiences in Coles and Six Adjoining Counties, Illinois, 1917-1933.” R. C. Ross 
wrote on the subject, “The Influence of Type of Production and Size of Farm on 
Tilinois Farm Expenses.” P. E. Johnston wrote on the subject, “Factors Influencing 
Farm Earnings on $80 Central Illinois Farms.” 
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Demonstration farms. Many farms have been used to demon- 
strate farm management principles and practices. For many years 
it has been customary to hold farm management tours in counties 
where records are kept. Two to four farms whose records show them 
to be more than ordinarily profitable and which demonstrate ex- 
cellent work with some important practices are visited in one day. 

These tours to farms are conducted by the county agricultural 
agent and a farm management extension specialist or the fieldman 
of the Farm Bureau Farm Management Service. Often specialists 
from other departments are present to answer particular questions 
in their fields. The tours are advertised throughout the counties 
and are often attended by from 100 to 200 people. A few farms have 
been used repeatedly as demonstration farms with several hundreds 
of farmers having the opportunity to visit them and talk with the 
operators regarding their plans of organization and practices of 
operation. 

College classes in farm management and classes in vocational 
agriculture have been taken to these demonstration farms where 
they have received from the farm operators valuable lessons in prac- 
tical farm management. 

County programs of work. The data obtained from 30 to 100 
farm records per county have proved helpful in showing county 
agricultural agents and their program planning committees what 
projects should be emphasized in educational programs. Such 
records are helpful in appraising problems in land use, crop produc- 
tion; livestock production, farm buildings and land improvements, 
farm machinery and equipment, and farm labor. With the greatly 
restricted supply of farm labor, such data have been particularly 
helpful in planning wartime maximum production. 

General education meetings. Data obtained from farm records 
have been the basis of extension lectures and discussions at hun- 
dreds of meetings of farmers’ institutes, community clubs, service 
clubs and other groups. Farm audiences listen with interest and 
profit to discussions of the practices followed by farmers whose 
records give indisputable evidence of their success. They recognize 
the two sources of information for profitable practices; namely, 


the agricultural experiment station and the methods followed by 
successful farmers. 


THE ECONOMICS OF PUBLIC MEASURES TO 
SUBSIDIZE FOOD CONSUMPTION* 


Herman M. SoutHwortH 
War Food Administration 


ITH the end of the war in prospect, increasing attention is 

turning to the problems of post-war production and distri- 
bution of food. Three elements stand out in the situation in pros- 
pect: 

1. Food production is expanded by one-fourth to one-third above 
pre-war. 

2. It is generally anticipated that there will be, at least tem- 
porarily during the reconversion of industry, some decline in 
employment and earnings and hence in demand for food. 

3. Legislation’ requires support of prices of most of the chief 
farm products at not less than 90 percent of parity for at least 
two years after the war. 

At the same time the war has focused attention on nutrition, 
and has broadened educational work on selection of adequate 
diets. It has likewise shown the food-consuming capacity of the 
American buying public when it has the money to spend. And the 
war has presented the challenge to mobilize our resources for full 
peacetime production and consumption as effectively as we mo- 
bilized them for fighting. High-level production and consumption 
of food have an essential place in a program to achieve this. 

Public measures to subsidize the consumption of food offer an 
obvious means of attacking these post-war problems. Hence the 
returning attention to the surplus disposal programs of the depres- 
sion. Hence, likewise, the discussion of market-wide price subsidies 
to bridge the gap between the enacted support prices to producers 
and the prices at which the resulting production will sell. Hence the 
rising interest in proposals like the National Food Allotment Plan 


for assuring all people an adequate diet, come prosperity or de- 
pression. 


* The writer wishes to acknowledge the helpful criticism and suggestion of Rainer 
Schickele and Frederick V. Waugh of the War Food Administration, who read this 
paper. For the analysis and conclusions, however, the author is solely responsible. 
They reflect his own views merely, and not the official views of any Government 
agency or official. 

1 For a recent summary and analysis of this legislation see “Federal Statutory 
Provisions Relating to Price Support for Agricultural Commodities” (revision of 
talk by Robert H. Shields, Solicitor, WFA and USDA, Denver, August 16, 1944; 


to include statutory changes through October 3, 1944) (USDA mimeographed 
release 
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The purpose of this paper is to explore the economics of measures 
like these. Specifically, we shall attempt: 


1. To state the chief objectives of such programs; 

2. To list the chief characteristics of operation that vary from 
one program to another and differentiate their economic ef- 
fects; 

8. To develop an economic analysis relating these variable char- 
acteristics of operation to the objectives of the programs. 


The analysis will be qualitative, intended to furnish a general 
framework in terms of which any proposed program might be 
analyzed to determine how well it will serve its stated objectives, 
and which will throw light on the compatibility or incompatibility 


of different objectives in view of the program-means available for 
achieving them. 


Objectives of Subsidy Programs 


The objectives of public measures to subsidize food consumption 
are discussed under four chief headings: consumption, production, 
marketing, and promotion of broad aims of economic policy. 


1. Consumption Objectives 


The most obvious purpose of food subsidies is to increase or im- 
prove food consumption. These terms, however, require some ex- 
amination. “Increased” food consumption requires careful defini- 
tion, “improved” consumption presupposes a norm of some kind. 

With respect to individual foods, increased consumption is an 
obvious term—it means more pounds. But foods generally, or 
even those: commonly grouped together, are not comparable on a 
poundage basis. Two pounds of soup is not “more” food than a 
pound of beans, nor even is two pounds of fluid milk more food than 
one pound of evaporated milk. Within the United States, at least, 
a majority of people get their stomachs filled fairly regularly, so 
that only among the very poor would we expect food subsidies to 
increase the net poundage ingested. (Subsidies among some other 
groups may increase the poundage purchased.) 

It is well established, however, that food expenditure averages 
higher among families of higher income; and that quality of diet 
averages better among families with greater food expenditure. For 
purposes of this discussion, therefore, we shall roughly define an 
“increase in food consumption” as an increase in a physical index 
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of consumption weighted by appropriate normal price ratios. 
Definition of “improvement in food consumption” we shall leave 
to the nutritionists, assuming only that in any specific case they 
can tell us whether a change represents improvement. Since, as 
just pointed out, “increase” and “improvement” are broadly cor- 
related, we shall assume in discussing total food consumption that 
an increase in consumption indicates a simultaneous improvement. 

Now to state the consumption objectives of food subsidy pro- 
grams more specifically. They may attach greater or less emphasis 
to increasing consumption of food as against consumption of other 
goods. They may have broad or narrowly specific intentions as to 
the group whose consumption is to be increased, and precise or 
loose definition of the standard to which they shall be raised. The 
programs may purpose to increase the consumption of a single item 
of food, like fluid milk, or may attach varying emphasis to increas- 
ing the consumption of specified foods to the exclusion of others. 
Such selection of specific foods may have a more or less narrowly 
nutritional basis. 


2. Production Objectives 


From the production side, the immediate purpose of food sub- 
sidies is to increase prices or returns to producers. But this purpose 
may be stated more or less specifically in terms of increasing prices 
or of increasing returns, increasing net incomes or increasing gross 
incomes. The intended beneficiaries may be all producers collec- 
tively, or may be more or less specifically the members of special 
producer groups—especially the producers of particular commodi- 
ties. Subsidy programs undertaken for carrying out the Steagall 
Amendment, for example, have defined in legislation the objective 
of maintaining very specific minimum prices for a very specific 
list of commodities. 

It may be useful in this connection to draw a distinction be- 
tween “cushioning objectives” and “‘adjustment objectives.” By 
“cushioning objectives” we refer to the aim of maintaining prices 
or incomes from production that is excessive in relation to market 
demand or to levels of consumption that it is the public purpose 
to maintain indefinitely ; in other words, to slow down or reduce the 
hardship from a process of adjustment that is recognized as desir- 
able in the long run. By “adjustment objectives we refer to the aim 
of hastening, through price- or income-stimuli, the shift to a higher 
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level of production that is justifiable in relation to market demand 
or to levels of consumption that it is the puklic purpose to maintain. 
We shall also include under adjustment objectives, though the 
term is less apt, the aim of maintaining stimuli to production where 
the lack of such stimuli in the absence of a Government program 
reflects a transient consumption maladjustment that it is the public 
purpose to remedy. This distinction will be helpful in examining 
the compatibility or incompatibility of various objectives. 


8. Marketing Objectives 


Marketing objectives have not usually been so clearly stated in 
connection with consumption subsidy programs as have the pro- 
duction and consumption objectives. Some programs have had, 
however, the incidental aim of increasing marketing efficiency. And 
subsidy programs can be used directly to protect or cushion the 
marketing structure generally or certain types of marketing enter- 
prise against economic adjustment, or to encourage and hasten 
desired changes in the food-distributive mechanism—in essentially 
the same manner as in the case of food production? 


4. Implementing Broad Economic Policies 


Subsidy programs by their nature benefit special groups in 
society. A proper balance between the interests of these groups and 
others requires a positive expression of a public interest within 
which the interests of all special groups are synthesized. 

The extent to which definite objectives are established for food 
subsidy programs in connection with the aims of over-all Govern- 
ment economic policy depends on how definite a content is given 
to these aims. A clearly stated policy regarding social security ob- 
jectives or the adjustment of income distribution, for example, has 
obvious implications for food subsidy programs. Food subsidies 
would likewise need to be closely integrated within any programs 
for stabilizing or stimulating economic activity through fiscal op- 
erations. 

The aim of increasing food consumption needs to be kept in 
balance with the need for assuring adequate levels of consumption 
of other goods—housing, clothing, medical care, even recreation. 


2 From a narrowly economic standpoint it is perhaps chiefly happenstance that 
the attempt to aid the family-size grocery store, as analogous to the family-size 
farm, has so largely taken the form of fair-trade laws and chain store taxes. 
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The desire to restrict closely, on the basis of need, the group whose 
food consumption is to be subsidized needs to be tempered by 
consideration of the importance of avoiding attaching of social 
stigma to participation or setting apart social classes in a way that 
will raise antagonism. Subsidiary considerations like these impose 
conditions on the operation of food subsidy programs that may 
qualify or limit their more specific objectives. 


Types of Programs 


To facilitate later discussion, the mechanics of operation of some 
of the chief programs that have been used or proposed for subsidiz- 
ing food consumpion are briefly reviewed at this point. We shall 
consider especially general relief or public assistance programs, 
the various distribution programs operated by the Surplus Market- 
ing Administration of the Department of Agriculture, the current 
“roll back” and “hold-the-line” subsidies, and the proposed Na- 
tional Food Allotment Plan. 

General public relief measures are usually designed to subsidize 
the consumption of all goods by people without adequate means for 
their own support. Recipients are selected by some form of means 
test. Usually they receive simple cash grants which they can spend 
as they choose. In some communities, however, their expenditures 
have been controlled by the use of grocery vouchers—drafts on a 
grocer for a specified list of foods, the voucher being redeemable by 
the grocer at the community welfare office. 

During the depression a number of programs were developed for 
making surpus farm products available to needy groups.* The first 
of these involved actual purchase of foods by the Federal Govern- 
ment and distribution of them through State welfare agencies. 
Commodities were shipped to carlot receiving points in the States. 
State agencies, with the aid of WPA labor, were responsible for all 
further handling and for distribution of the foods to institutions or 
to relief clients. A small volume of food, chiefly temporary local 
surpluses of perishables, continues to be moved by direct distribu- 
tion, chiefly to schools and institutions. 


3 For description and analysis of these programs, see especially Gold, N. L., 
Hoffman, A. C., and Waugh, F. V., “Economic Analysis of the Food Stamp Plan,” 
USDA special report, 1940; Southworth, H. M., and Klayman, M. I., “The School 
Lunch Program and Agricultural Surplus Disposal,”” USDA miscellaneous publica- 
tion No. 467; and Sullivan, W. G., ““The Relief Milk-Distribution Program,” BAE 
mimeo publication, USDA, 1942. 
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The Food Stamp Program was developed as an alternative to 
direct distribution to relief families. It was, in a sense, an outgrowth 
of a proposed two-price plan under which needy families would 
have been permitted to purchase surplus foods at reduced prices. 
Under the FoodStamp Plan families were given blue-colored stamps, 
usually at the rate of two dollars per person per month, conditioned 
in most communities on the family’s buying four dollars’ worth of 
orange-colored stamps per person per month. The orange stamps 
were good for purchase of any food, the free blue stamps only for 
buying surplus foods as announced from time to time. Families 
could, if they wished, obtain more than the minimum amount of 
blue stamps by buying additional orange stamps. Grocers took the 
stamps in trade and redeemed them directly at Stamp Plan offices 
or indirectly through their wholesalers or bankers. This program 
was discontinued early in the war. 

The School Lunch Program was initially operated as part of 
direct purchase and distribution, foods being supplied to schools for 
use in lunches for needy children. An extensive Federal program 
was carried on for the development of school lunch projects. Cur- 
rently, the School Lunch Program is operated chiefly through cash 
payments indemnifying the local sponsors up to specified amounts 
for their expenditures for foods, including milk. 

The Relief- and School-Milk Distribution Programs provided a 
somewhat different technique of surplus disposal. Under Federal 
marketing orders in several cities, a special producer-price was es- 
tablished for milk used in these programs, a price below that for 
class I (fluid) milk but above that for milk going into manufac- 
tured products. The milk was sold to relief families and needy school 
children at special low prices, usually about five cents per quart 
to families and one cent per half pint to children. Distribution was 
by established handlers, usually through regular channels, but in 
a few cities special depots were set up for selling relief milk to 
families. Handlers’ margins, lower than margins received on sale 
of class I milk, were either promulgated by the Secretary of Agri- 
culture or determined by competitive bid. The excess of the al- 
lowed margin over the producer-consumer price differential was 
made up through subsidy payments to handlers. Relief milk dis- 
tribution to families has been discontinued. The School Milk Pro- 
gram has been made part of the present School Lunch Program. 

A number of other programs were operated or proposed for dis- 
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tributing surpluses, but in general they exhibit no principles of op- 
eration not illustrated in the programs just described. One excep- 
tion is a suggestion briefly considered for establishing special de- 
pots where surpluses of perishables in terminal markets would be 
sold at low prices. Anyone would be eligible to buy but the in- 
convenience in location and the lack of customary retail services 
would be expected to limit the custom to needy families—a prin- 
ciple of selection which we shall later refer to as “rationing by 
inconvenience.” 

Except for the School Lunch Program, continued as a protection 
to children’s diets in wartime, the surplus disposal programs just 
described have been largely or wholly discontinued. In place of 
them have come “roll-back” or “hold-the-line” subsidies on a 
number of foods. They take the form of payments at specified rates 
on the entire quantity sold, usually at the dealer or processor level. 
(In the case of milk and butterfat production, payments are made 
directly to producers.) The primary purpose of the subsidies is to 
take up the gap between increased producer prices, required to as- 
sure needed production, and ceiling prices held fast to prevent a rise 
in cost of living to consumers. Similar general price subsidies have 
been suggested for taking up anticipated gaps between enacted 
support prices to producers of some of the foods subject to the 
Steagall Amendment and the prices the public will pay for the re- 
sulting volume of production of these foods. 

Among other proposals now current, much attention has centered 
on the National Food Allotment Plan, embodied in a bill‘ currently 
before Congress. The bill specifies a basic food allotment meeting 
adequate dietary standards that would be guaranteed to all fami- 
lies, regardless of income. The cost of the allotment would be deter- 
mined, from time to time, for different sections of the country. De- 
termination would likewise be made of the usual expenditure for 
food by families of different composition and income. Any family 
would be eligible to receive food coupons in amounts making up“ 
the difference between the cost of the basic food allotment and the 
usual food expenditure by families in its composition-and-income 
classification. Objectives of the plan include assuring adequate 


markets to food producers as well as adequate food-purchasing 
power to low-income consumers. 


4S 185, 79th Congress, 1st Session. 
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These are the types of measures usually thought of as public sub- 
sidies to food consumption, and they will be the chief concern of this 
paper. In a broad sense, however, numerous other Government ex- 
penditures might usefully be thought of as food subsidies.’ Market 
news services, grading and inspection, publicly established markets 
of various kinds, numerous regulatory services, all are intended to 
lower marketing costs or facilitate the movement of foods from 
producer to consumer. Publicly supported research and educational 
work in production, marketing, and consumption have laid the 
foundations for developments without which present levels of food 
production and consumption would be inconceivable. While such 
programs are outside the scope of the present paper they should by 
no means be overlooked as effective uses of public funds in promot- 
ing the objectives that have been outlined. Indeed, the economies 
such programs make possible may multiply many times the subsi- 
dizing effect of the public expenditures involved. 


Characteristics of Operation of Food Subsidy Programs 


The objectives of measures to subsidize food consumption have 
been discussed and the mode of operation described of a number of 
programs, actual or proposed, intended to serve these objectives. 
Four characteristics of operation are selected with respect to which 
such programs vary, as a basis for economic analysis of their effec- 
tiveness. These characteristics are: (1) the selection of consumer 
beneficiaries; (2) the rate of subsidy to these beneficiaries; (3) the 
imposition of restrictions on their use of subsidy funds; and (4) the 
marketing mechanism through which the subsid-’ is made effective. 


1. Selection of Beneficiaries 


General price subsidies are available to all consumers in the 
market. Most subsidy programs, however, select consumers eligible 
for participation either through some form of means test or through 
membership in a specified group—children in a particular school, 
for example, or families purchasing from a particular outlet. In 
locally administered programs there is considerable variation from 
community to community in standards of eligibility, and this varia- 


5 The author is unable to draw any clear line between subsidies to the consump- 
tion of food and subsidies to food production and marketing. Except in limiting 
cases—e.g. where demand or supply are infinitely elastic or wholly inelastic—a 
subsidy to any one subsidizes all three. 
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tion was reflected in the Federal surplus disposal programs. A uni- 
form national basis of selection would be provided under the Food 
Allotment Plan. Furthermore, selection of actual participants de- 
pends on the attractiveness of programs to those who are eligible. 
Benefits to participants must outweigh such deterrents as the effort 
required to register and to maintain participant status, inconven- 
iences associated with participation (such as buying stamps in ad- 
vance or getting foods through special outlets), or any accompany- 
ing social stigma. In programs based on “rationing by inconven- 
ience” these deterrents are themselves depended upon to provide a 
sufficient restriction on participation, eliminating the need for means 
tests. 


2. Rate of Subsidy 


The average rate of subsidy in any program obviously depends 
upon number of participants or beneficiaries and the funds avail- 
able. But participants may or may not be subsidized all at the same 
rate. Relief payments, for example, vary with the category of re- 
cipient. Minimum subsidies under the Food Stamp Program were 
initially at a flat rate of two dollars in blue stamps per person per 
month, but as previously noted participants could increase this 
amount by buying more than the minimum quantity of orange 
stamps. (Later in the program, more complex adjustments were 
provided to take care of special cases like large family groups.) The 
proposed National Food Allotment Plan would provide a sliding 
scale of benefits to participants, proportioned to needs. 

In a general price subsidy the rate is uniform per pound of com- 
modity, but benefits to individual consumers vary with the quan- 

tity they purchase. Under programs depending on rationing by 
“ inconvenience the advantage different consumers take of the pro- 
gram will depend largely on the urgency of their need for food sav- 
ings. 


8. Restrictions on Use of Subsidy 


Programs involve in varying degree restrictions on the use to 
which subsidy funds are put. Recipients of a simple cash relief 
grant, of course, are free to spend the money for whatever they 
please. At the opposite extreme, price subsidies automatically ap- 
ply only to purchases of the commodities subsidized. Similarly with 
subsidies in the form of actual grants of food. 


t 
f 
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A common method of restricting the use of grants is to make 
them in the form of special currency, good only for the purchase of 
food or of specified foods. Grocery vouchers, food stamps, and food 
allotment coupons are examples. The effect is similar to that with 
payments in kind, but special handling of foods themselves is 
avoided. 

In spite of such restrictions, however, any outright grant can be 
indirectly diverted to other uses. If a family would buy two pounds 
of beans anyway, giving it up to two pounds of beans as a consump- 
tion subsidy merely relieves it of the necessity of that much ex- 
penditure on its own behalf. In effect, its income is increased by the 
value of two pounds of beans, and it may spend some or none of 
this increased income on additional beans. 

It was to prevent this that participants in the Food Stamp Pro- 
gram were required to buy orange stamps out of their own funds. 
Thus their food expenditure was frozen at a level approaching, at, 
or probably in some cases even above, what they would normally 
spend, assuring that the subsidy stamps were used to purchase 
foods in excess of that level. 


4. Marketing Mechanism 


The final chief respect in which food subsidy programs differ is in 
the channels of distribution they employ and the way in which 
these channels are used. Most of the programs previously described 
depend upon regular commercial channels of distribution for the 
handling of foods under subsidized purchase. The Direct Purchase 
and Distribution Program and the Relief-Milk Program in cities 
where special depots were used are exceptions. 

Programs that depend upon regular marketing channels for the 
subsidized distribution of food may still differ, however, with re- 
spect to any special services they require from participating dis- 
tributors, with respect to their selectivity of alternative channels, 
and with respect to the payments they provide to regular handlers 
for subsidized operations. Any special currency plan, for example, 
imposes upon participating distributors the burden of handling 
stamps or coupons. It also provides a mechanism for channeling 
subsidized sales through selected outlets simply by imposing condi- 
tions on eligibility to redeem the currency. Similarly, distributors’ 
returns on subsidized sales may be controlled through redemption 
of the currency at a discount or premium. Essentially this type of 
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device was actually used in the Relief-Milk and School-Milk Pro- 
grams to control handlers’ margins on the subsidized sales. 


Economic Effects of Food Subsidy M easures 


In analyzing the relationships of the different operating char- 
acteristics to the objectives of food subsidy measures, we consider 
first their comparative effects upon consumption by the individual 
participating consuming unit—in general, the family. We shall 
then take up their effect on participants’ consumption collectively, 
and their consequent price and market effects. 


Consumption of Individual Participants 


For analysis of effects on individual participants, indifference 
curves provide a useful tool. Diagram 1 represents relationships 
between food consumption (measured horizontally, in terms of a 
suitable index of physical volume) and money (measured vertically) 
as representative of consumption of all other goods and services. 
Each of the curved lines (indifference curves) connects a series of 
points representing levels of consumption jointly of foods and 
other goods that the family considers equally desirable. Successive 
indifference curves from left to right represent increasingly desir- 
able levels of consumption. 

_The diagonal straight lines represent what the family can buy at 
two different incomes, unsubsidized and subsidized, assuming that 
the price of food is the same in both cases. The lower price line 
starts at the original level of income (vertical axis) and ends on the 
quantity of food (horizontal axis) that the family could buy by 
spending all its income. Each intermediate point along the line 
shows how much money the family will have left after buying an 

_intermediate quantity of food at the given price. Thus the price 
determines the slope of the line, the original income its position. The 
upper price line, having the same slope, represents the same price 
of food but shows the alternative levels of food purchase open to 
the family starting with the subsidized level of income. 

At each level of income the family will plan to buy the quantity 
of food indicated by the intersection of the price line with the high- 
est indifference curve that it reaches; this will represent the most 


6 For exposition of the indifference curve technique, and of the assumptions im- 
plicit in this use of it, see Hicks, J, R., Value and Capital (Oxford, 1939) Part I, 
especially p. 33. 
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desirable consumption pattern available. At the unsubsidized level 


of income, this will be the point marked “original consumption.” 
With the subsidized income, it will be the point marked “cash 
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Fic. 1. EFFreEcts OF SUBSIDY IN THE FORM OF CASH GRANT ON CONSUMPTION 
OF AN INDIVIDUAL FAMILY. 


grant.” Thus the effect of the subsidy will be to increase somewhat 
the family’s food consumption (by an amount represented by the 
bar at the bottom of the chart) but also to increase its expenditure 
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for non-food items. The division of the subsidy between additional 
money spent for food and additional money spent for nonfood 
items is indicated by the bar at the right of the chart. 

We know from consumption studies’ that percentage of income 
spent for food averages lower among families of higher income. The 
diagram represents a family spending half its original income for 
food but only 47% of its subsidized income; of the subsidy itself, 
only 40% goes for food. This is probably not atypical of the actual 
state of affairs under cash relief grants. 

It is not a very satisfactory state of affairs, if the purpose of the 
subsidy is specifically to increase food consumption, to have 60% 
of it diverted to non-food uses. The same diagram (Figure 1) shows, 
at least in certain cases, the effect of trying to correct this by giving 
the subsidy not in cash but in actual food or in grocery vouchers, 
food stamps, or some other special currency specifically earmarked 
for buying food. The horizontal distance between the two price 
lines represents the quantity of food equivalent to the amount of 
the subsidy at the given price. A family given food stamps or actual 
food equivalent in value to the cash grant subsidy will thus have, 
to start out with, the combination of money and food indicated by 
the point A. The family can still choose any pattern of consumption 
along the upper price line below point A. As the diagram is drawn, 
it will choose the same point as before—the point marked “cash 
grant.” Giving it actual food or food stamps in lieu of subsidy has 
not really changed anything. The actual subsidy dollars are all 
spent for food, but they only release a corresponding amount of the 
family’s own funds for spending as it chooses. Indirectly, it will still 
divert 60% of the subsidy to non-food uses. 

This condition will prevail unless the subsidy is so large that it 
more than covers what the family would choose to spend for food 
at the subsidized level of income. In the case of individual foods, it 
is possible to do this. In the case of all foods collectively, a very 
substantial subsidy would be required. Rough estimates based on 
average food expenditure at different incomes as shown in the 
Consumer Purchases Study’ indicate that a subsidy in kind or in 
food stamps would need to amount to something over one and a 
half times a low-income family’s total original food expenditure 
before it would be more effective than a simple cash grant. 


7 See Consumer Expenditures in the United States, National Resources Commit- 
tee, 1939. (The assumption is implicit here that a peg Apres income is increased 
will behave in the same way as a family originally at 


higher income.) 


s 
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The second diagram shows the effects on the family’s food con- 
sumption of a subsidy given in the form of a reduction in the price 
of food. In this case the family starts from the same original income 
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Fic. 2. EFFECTS OF A SUBSIDY IN THE FORM OF A PRICE REDUCTION ON CONSUMPTION 
OF AN INDIVIDUAL FAMILY. 


but the range of choices open to it is shown by a new price line of 
gentler slope (more food per dollar). The most desirable expenditure 
pattern that the family can reach along this line is represented by 
the point marked “subsidized price.’ The increase in food consump- 
tion and the division of the subsidy between food and non-food 
expenditures are again shown by bars at the bottom and right of 
the chart. 
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As the diagram is drawn, some of the subsidy again would be di- 
verted to non-food uses; the family would decrease somewhat the 
amount of money it spent for food. In other words, the diagram 
represents a family with somewhat inelastic demand (with respect 
to price). If the demand were unit elastic, the family would con- 
tinue to spend the same amount of money for food, and the subsidy 
would be 100% effective. If the demand were elastic, the family 
would increase its expenditure for food in response to the lower 
price so that the subsidy would be more than 100% effective. 

In the case of all foods, collectively, it seems likely to the author 
that demand is somewhat inelastic, and increasingly so at higher 
income levels. There are probably individual foods, however, for 
which demand is elastic, at least on the part of most families in cer- 
tain income ranges. 

The third diagram illustrates the effect of freezing the family’s 
own expenditure for food when a subsidy is given it, as, for example, 
in the Food Stamp Program. A family participating in such a plan 
finds itself in the position in the diagram indicated by the point 
marked “frozen expenditure.” It has stamps earmarked for food 
equivalent to the quantity of food it consumed originally plus the 
quantity of food equivalent in value to the subsidy; and it has cash 
in hand equal to its original non-food expenditure. It can, if it 
wishes, spend some of this cash for food in addition to spending its 
stamps—a range of choice represented by the lower portion of the 

. upper price line drawn on the diagram. As the diagram is drawn, 

it will not choose to do so and only a family with anomalously high 

income-elasticity of demand for food would prefer such a choice. 

In actual practice, of course, it would hardly be possible to oper- 
ate a plan so closely tailored to each individual family that its own 
food expenditure could be frozen precisely at the unsubsidized level. 
Rates for stamp purchase requirements could at best be established | 
for groups, based on income and family composition. Within such 
groups there actually would be considerable dispersion of families 
around the average level. 

This will exert a selective influence on participation in the pro- 
gram. Eligible families who normally spend less money for food 
than the average for the group in which they are classed will have 
their incentive to participate in the program reduced. For the 
family represented in the diagram, the highest level at which the 
family would be willing to have its expenditure frozen through 
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purchase of stamps is indicated by point B. At this level and with 
the given amount of subsidy, the most desirable pattern of con- 
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Fia. 3. EFFECT OF SUBSIDY CONDITIONED ON FREEZING OF UNSUBSIDIZED 
EXPENDITURE ON CONSUMPTION BY AN INDIVIDUAL FAMILY, 


sumption that the family could choose would still be on the same 
indifference curve as its original consumption and it would there- 
fore have no incentive to participate. (Actually, of course, incon- 
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venience and other deterrents to participation would probably 
make the family reject the plan even at a somewhat lower stamp 
purchase requirement.) 

The effect of setting stamp purchase requirements on a group- 
average basis, therefore, will be to make the subsidy less than 100% 
effective among participants who would normally spend more 
money for food than the average of the group, and more than 100% 
effective for those who would normally spend less than average; but 
participation among the latter group would be cut down because 
the program would seem to offer them little advantage. Hence, on 
the average, a subsidy applied in this way would probably be some- 
what less than 100% effective. 

The arrangement under the Food Stamp Program by which 
participants could obtain additional free stamps through buying 
extra orange stamps combines the advantages of a frozen expendi- 
ture plan and a subsidized price plan. Participants with inelastic 
demand buy at the minimum level, thus freezing their own expen- 
diture to this extent. Families with elastic demand are induced to 
buy at more than the minimum level and the effectiveness of the 
subsidy in their case will be correspondingly increased. Such an 
arrangement thus takes advantage of dispersion in the elasticity of 
demand within the participating group. 

The main elements of the preceding three diagrams are brought 
together into a single chart in Figure 4. As was previously pointed 
out, the amount of subsidy is represented by the vertical distance 
between the two parallel price lines. Hence by drawing the diagram 
so that the expenditure pattern of the family under each different 
type of subsidy comes out on the upper price line the amount of 
subsidy is held constant. Different ways of furnishing a family the 
same amount of subsidy can thus be compared with respect to (1) 
effect on food consumption (bars at bottom of chart), (2) diversion 
of subsidy to non-food uses (bars at side of chart), and also (3) the 
incentive to the family to participate. (The last relationship is 
shown by the different indifference curves that the family can reach 
under the different types of programs.) A given amount of subsidy 
will be least effective in increasing food consumption if in the form 
of a cash grant; the greatest diversion to non-food uses occurs in 
this case. (A grant of food stamps or of food itself will have the 
same low level of effectiveness unless the amount of subsidy in- 
volved is substantially greater than that represented in the dia- 
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gram.) The subsidy will be 100% effective if given in the form of 
food stamps with the requirement that the family invest its orig- 
inal expenditure in stamps also. (In practice, however, the inabil- 
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ity to freeze expenditures at this precise level will on the average 
decrease the effectiveness of this form of subsidy.) The same 
amount of subsidy given through a price reduction will be less ef- 


— 
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fective than under a frozen expenditure plan, assuming that de- 
mand is inelastic; if it were elastic, this would be the most effective 
form of subsidy. The incentive to participate is greatest in the case 
of the cash grant and least in the case of the frozen expenditure 
plan. In general, it varies inversely with the effectiveness of the 
plan in increasing food consumption. : 

This analysis has enabled us to compare in detail the effects of 
different ways of restricting the use of a subsidy upon the increase 
that a subsidy measure will achieve in food consumption by an in- 
dividual participant. We have drawn certain incidental conclusions 
regarding the effect of varying the rate of subsidy. In the case of the 
cash grant, the effectiveness of the subsidy will decrease as the rate 
increases. In the case of a price reduction, this will also be the case, 
assuming that demand for food becomes less elastic at lower prices. 
(There are, of course, individual commodities to which this assump- 
tion will not apply.) 

Under a plan freezing participants’ own food expenditure, the 
effectiveness probably will not vary much with the rate of subsidy, 
although to the extent that a larger rate of subsidy will induce 
greater participation by eligibles whose expenditures are frozen at a 
relatively high level, it will probably be slightly more effective. 
Unconditional grants of food stamps or of food itself become much 
more effective after the point is reached where the grant exceeds 
what the family would willingly buy anyway at the equivalent sub- 
sidized level of income. 


Different mechanisms of distribution will presumably change the 
effectiveness of a subsidy only indirectly through their effect on the 
rate of subsidy. Mechanisms of distribution that involve rationing 
by inconvenience will presumably be taken advantage of by differ- 
ent participants in a measure varying directly with the marginal 
utility of money to the participants. The very poor will find it most 
worth their while to go to the necessary inconvenience for sake of 
the resulting savings in their food cost. 


Collective Increase in Participants’ Consumption 


We turn now to the over-all increase in food consumption under 
programs of different types. This, of course, will equal the sum total 
of effects on individual participants. Hence it will depend upon the 
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effect on individual participants, which has just been discussed,® 
and the selection of participants under the program. In the case of 
cash grants, the total increase in participants’ consumption will 
be greatest if they are selected for relatively high income-elasticity 
of demand. For foods collectively, we have seen that this means, 
by and large, selecting those with low income. 

The same conclusion holds with regard to grants of food stamps 
or of food itself. They are equivalent to cash grants up to the point 
where a subsidy covers what the consumer would buy anyway; and 
a subsidy that goes beyond this point will be least for low-income 
families who buy relatively little. 

If we assume that demand for food is relatively most elastic 
among low-income people, we conclude that in the case of a subsi- 
dized price, likewise, the increase in consumption will be greatest if 
participants are selected for low income. 

In the case of a program freezing participants’ own food expendi- 
ture, the basis of selecting participants is immaterial in the first 
instance. The tendency toward non-participation by eligibles whose 
expenditure would be frozen at levels above what they normally 
spend would perhaps be greater, under a given rate of subsidy, at 
higher incomes, because the given subsidy would represent a rela- 
tively smaller inducement to participate. Thus we come to the eon- 
clusion that the aggregate effect of a food subsidy on consumption 
by those participating in the program will be greatest if partici- 
pants are selected for low income, whatever the type of restrictions 
imposed on use of the subsidy; with the possible exception of a pro- 
gram under which participants’ expenditures are frozen at previous 
levels.® 

Different mechanisms of distribution will affect the aggregate 
increase in participants’ consumption through any selectivity they 
exert on the rate of subsidy to different participants or on the selec- 
tion of participants themselves. 

The analysis so far has been specifically in terms of consuming 
units, like families, as participants in the program. Some mention 
should be made of the effects of subsidies to institutional feeding 


8 This neglects the secondary effects of price increases resulting from the program. 

* To turn this qualitative conclusion into a quantitative formula for the dis- 
tribution of a subsidy among different income groups so as to maximize the total 
increase in food consumption would present a much more complex problem. 
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programs like school lunches. A subsidy to an established lunch 
program, if no additional children are fed, must be reflected in 
lower prices to the children, higher quality of menus, higher quality 
of service, or a reduction of funds provided by the sponsors. Ruling 
out the latter possibility, a cash grant with no strings attached, a 
subsidy in food stamps or in kind up to the quantity of food that 
the management would buy anyway, or the subsidization of lower 
food prices would presumably all have about the same effect, and 
this effect would be determined by the policies of the management. 

If it was the purpose to direct the subsidy specifically to an in- 
crease in food consumption it would be necessary to freeze, through 
contract or otherwise, the expenditures that the a would 
make for food without the subsidy. 

Where the subsidy enables established lunch programs to feed 
more children or promotes the development of new feeding projects, 
an additional element enters to heighten the effectiveness of the 
subsidy in increasing food consumption. If the subsidy covers only 
part of the food purchased to serve the additional children, being 
matched by additional funds from other sources for food purchase, 
it becomes more than 100% effective. 

The question arises to what extent school lunches to children, for 
example, will cause home consumption of food to be cut down. The 
importance of such indirect effects will vary from case to case, of 
course. In general, however, we would expect them to be relatively 
unimportant when participants in a feeding program are from low- 
income families. From the nutritionists’ standpoint, a well-man- 
aged institutional feeding program provides in any event an oppor- 


tunity for improving, if not increasing, the participants’ food con- 
sumption. 


The analysis to this point has been chiefly in terms of foods as a 
whole. Formally, it applies likewise to individual commodities, but 
the conclusions drawn will apply only in cases where the stated 
assumptions regarding income- and price-elasticities of demand 
hold. We may say in general that cash grants will be ineffective in 
increasing consumption of individual commodities because any 
single food receives so small a proportion of total expenditure. 
Grants in kind or in currency good only for purchase of a specified 
food will increase consumption appreciably only after the recipi- 
ent’s preferred level of consumption is covered; beyond that point 
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they will be nearly 100% effective. To freeze the participating 
family’s own expenditures separately for many individual items of 
food would require a very complicated program, almost certain to 
be either inequitable or offensively paternalistic. On the whole, a 
price subsidy seems likely to be the most feasible for increasing 


family consumption of individual foods for which demand is not 
too inelastic. 


Effects on Prices, Total Revenue, and 
Non-Participanis’ Consumption 


In translating the effects of increased consumption by participat- 
ing consumers into general market effects, it is convenient to re- 
strict attention to that part of the subsidy that is not diverted to 
non-food uses. We shall call this part the “effective subsidy.” In 
those cases where the subsidy is so applied as to induce participants 
to increase their own expenditure for food the effective subsidy will 
exceed the actual subsidy. In most cases, as we have seen, it will be 
less. In the analysis that follows we shall also assume the effective 
subsidy to be translated into its retail equivalent, and shall consider 
effects on prices and revenues at that level. 

We shall examine first the special case where supply does not 
vary with price (Figure 5a). This probably approximates the situa- 
tion in the short run for foods as a whole and for most major foods. 
(In the case of perishable crops, the “short run” can probably be 
taken as the crop year.) In the diagram this fixed supply is Q. The 
(unsubsidized) demand of participants in the subsidy program is 
represented by D. The curve d represents the demand of non-par- 
ticipant consumers, drawn backwards from the line of fixed supply 
at the right. At price P, participants (without the subsidy) would 
buy the quantity q:, non-participants the quantity go. Between 
them they would just take up the total supply, so that P is the 
price in the unsubsidized market. 

The subsidy will enable participants to buy more food. But to 
get it they will have to bid it away from non-participant consumers, 
thus forcing a price increase. The result is represented by the new 
price P’ and the new division of the supply, qi’, ge’. The effective 
subsidy is shown by the shaded area. 

The increase in price that will occur and the shift in supply ob- 
viously depend solely on the demand of non-participants and the 
amount of effective subsidy. For a given effective subsidy, if the non- 
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participants’ demand curve is steep the price increase will be 
marked, the shift in supply small; if it slopes gently, the price in- 
crease will be small, the shift in supply great. 

The increase in total revenue from the sale of food as a result of 
the subsidy program obviously amounts to the increase in price 
applied to the quantity Q. It is of interest to compare this increase 
in revenue with the effective subsidy. The latter consists of the two 
rectangles marked a and b. The increase in revenue consists of the 
two rectangles a and c. Hence the difference between the two is the 
difference between the rectangles b and c. If non-participants’ de- 
mand were unit elastic—if their food expenditure remained con- 
stant in the face of a rise in price—these two rectangles would be 
equal. If their demand is inelastic, so that their expenditure in- 
creases as the price goes up, rectangle c will be greater thar ), i.e., 
the increase in revenue will exceed the effective subsidy. 

This conclusion is of interest in connection with the selection of 
participants in a subsidy program. If it is assumed that demand for 
food is less elastic among high-income than among low-income 
consumers, the price and revenue increases will be maximized by 
selecting participants in the program for low income. At the same 
time, the shift in supply will be minimized. 

We shall next examine another special case, but one of consider- 
able current importance: the case where price is fixed, for example 
by the Steagall Amendment. In the second diagram (Figure 5b) P 
is the support price (or rather its retail equivalent) and Q the sup- 
ply at this price. The two demand curves are drawn as in 
the preceding diagram. At the support price participants will buy 
(without the subsidy) the quantity g:, non-participants q2, leaving 
the quantity s to be kept off the market—through production or 
marketing restrictions or through some form of diversion. 

The subsidy in such a situation will simply enable participants to 
buy some of the surplus. (A large enough subsidy would, of course, 
push price above the support level.) The food subsidy program 
thus acts as a diversion outlet, and obviates the need for production 
restrictions or dumping programs. 

Figure 5c shows the general case, where supply (S) increases in 
response to an increase in price. The diagram is drawn in essentially 
the same way as Figure 1, non-participants’ demand being meas- 

ured backwards from the sloping supply curve. (It represents the 
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Figure 5a.- Constant supply 
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Figure 5b.- Fixed price 
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Figure 5c.- Variable supply 


Fig. 5. RETAIL PRICE AND REVENUE EFFECTS OF A FOOD CONSUMPTION SUBSIDY. 
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same demand as in Figure 1.) The result differs from that with 
constant supply chiefly in that the supply increase takes up part of 
the subsidized increase in participants’ expenditure, thus lessening 
the price effect and the reduction in non-participants’ consumption. 
(The effective subsidy is drawn equal to that in Figure 5a.) The 
increase in revenue here includes the vertical strip d representing 
the increase in volume of sales. As in the first figure, however, if 
non-participants’ demand is inelastic, so that their expenditure 
increases, the increase in revenue will exceed the effective subsidy. 
Hence the same argument applies regarding selection of low-income 
consumers for participation in the program. 

The assumption that demand is less elastic among high-income 
than among low-income consumers leads also to certain conclusions 
regarding the varying incidence of a subsidy program within the 
non-participant group. The reduction in their consumption will be 
disproportionately incident on those of lowest income. To avoid 
creating hardships, such programs should therefore be made as 
fully inclusive as possible of families within the income levels they 
reach, and preferably should provide benefits on a sliding scale pro- 
portioned to need. 

The money costs imposed by price increases resulting from a sub- 
sidy program, however, will be greater upon those of higher income, 
who increase their food expenditure most in the face of higher 
prices. Thus the price-incidence of money costs is in accordance 
with the common criterion of taxation, ability to pay. Whether 
this is true of the total incidence of costs, depends, of course, on 
whether taxation is progressive or regressive under the unit of gov- 
ernment furnishing the subsidy. 


In the analysis so far we have assumed a subsidy program of re- 
stricted participation. We should examine also the effects of a gen- 
eral price subsidy. 

In the case of fixed supply, such a program will make no differ- 
ence to consumers; the price they pay and their consumption will 
remain unchanged. 

In the case where a fixed price is maintained to producers, the 
subsidy will move into consumption more or less of the surplus. In 
diagram 5b, P’ represents the subsidized price necessary to move 
the whole supply, If in this case we divide the buying public into 
two groups whose demands differ in elasticity (in the diagram, D 
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is a more elastic demand than d), the group with the more elastic 
demand will obtain a proportionately greater share of the surplus. 

In the general case, with variable supply, an unrestricted price 
subsidy will result in some price increase to suppliers and some 
price reduction to consumers, with a corresponding increase in both 
production and consumption; the exact relationships will depend 
on the relative elasticities of supply and demand. The increased 
supply will again be divided favorably to consumers whose demand 
is relatively more elastic. 

Thus an unrestricted price subsidy is itself a selective device as 
between consumers in its effects on consumption. Assuming that 
elasticity of demand for food decreases with income, a general sub- 
sidy to all food prices will increase consumption relatively more 
among low-income than among high-income groups. 

The total benefit to low-income people, as measured by equiva- 
lent increase in income, will nevertheless be smaller because their 
total consumption will still be less than that of high-income con- 
sumers. 

But if an unrestricted price subsidy is provided out of taxes im- 
posed on a progressive basis the higher-income consumers will more 
than pay for their greater benefits through greater taxes. (Food 
consumption increases less than proportionately with income.) 
Such a program would involve large public expenditures in relation 
to the benefits channeled to those in need. But its appearance of 
benefiting those not needing help would be misleading. 

The preceding discussion has been in terms of foods-as-a-whole, 
with little mention of individual commodities. No essential changes 
would be required in the analysis, as far as it goes, in applying it to 
individual foods. But different conclusions would be drawn wher- 
ever elasticity of demand does not decrease with income. 


Distribution of Increased Revenue 


We have examined so far the factors determining the “effective 
subsidy” under different types of measures, and the factors deter- 
mining the increase in revenue at retail corresponding to a given 
effective subsidy. This increase in revenue is divided between pro- 
ducers and marketing agents, so that in general their interests are 
jointly promoted. 

How the increase in revenue is divided between marketing agents 
and producers is admirably analyzed, especially for the short-run 
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case of fixed supply, in Economic Analysis of the Food Stamp Plan, 
and the author has little to add to that discussion. It is shown there 
that, since marketing charges increase less than proportionately 
with increased prices, the larger part of the increased revenue at 
retail on the original volume of sales goes to producers. On increases 
in supply, however, marketing agents will receive their normal mar- 
gins and producers will receive only their normal percentage of the 
consumer’s dollar. Where the mechanism of distribution under a 
program reduces marketing margins on subsidized sales or, even 
more, on unsubsidized sales as well, or if distribution is by public 
agencies that operate at less than normal marketing costs, benefits 
to producers will be increased. 

There are several ways in which subsidy programs might act to 
reduce margins. Special currencies might be redeemed from dis- 
tributors at a discount. Where price subsidies are applied at or near 
the producer level the price reduction there would tend to be pyra- 
mided. Plans requiring advance purchase of stamps by participants 
would shift their marketing to a cash basis, thus eliminating credit 
costs. (But alternative financing might be necessary to enable them 
to participate.) Where prices are controlled, as during the war or in 
normal times on milk in many markets, margins might be regulated 
directly. 

Finally, subsidy programs provide an opportunity for experi- 
mentation in lower-cost marketing methods; distribution of relief 
milk through depots is an example. In the long run, this is the most 
likely possibility, since arbitrary reductions in margins cannot be 
sustained except as they are justified by cost reductions. 


Relationship to General Economic Policy 


The preceding analysis points up several characteristics of food 
subsidy measures of importance to general economic and fiscal 
policies. They provide a basis for fuller employment of resources in 
a widespread and essential industry, agriculture, which before the 
war had for many years been depressed relative to the economy as 
a whole. Because agriculture is typically a low-income industry, the 
indirect as well as the direct effect of food subsidies is to redistribute 
income on a more equal basis. Both of these characteristics make 
food subsidies an appropriate component in a general program of 
public expenditure to promote full employment. 

To the extent that food subsidies are made generally available to 
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the needy they likewise fit in with a general program of economic 
security ; they safeguard the first essential of living—food consump- 
tion. In this connection, if flexibly designed so as to expand and 
contract with need, they conform automatically with a policy of 
adjusting public expenditure to compensate cyclical fluctuations in 
general economic activity. 

In these several respects, food subsidy programs would appear 
to be well aligned with current tendencies toward Government ac- 
tion to correct economic maladjustments and stabilize the social 
economy at a high level of activity. 


Conclusion 


The analysis in this paper has been intended to relate certain 
characteristics of operation of programs to subsidize food consump- 
tion with the objectives the programs are intended to serve. To 
considerable extent this has been done in detail in passing; there 
remains only to draw together certain broad conclusions. 

Food subsidies are intended, on the consumption side, to increase 
consumption by those of low-income, among whom lack of purchas- 
ing power imposes a primary limitation on adequacy of diets. Vari- 
ous operating characteristics have been explored that help make 
subsidy programs effective to this end. 

But it has also been shown that, in general, maximum benefits 
on the side of production and marketing will result from directing a 
subsidy to low-income consumers and from restricting the use of the 
subsidy as closely as possible to food expenditure. It is true that the 
price effects through which benefits to producers and marketing 
agents arise tend to reduce the benefits to participating consumers. 
But the same choice of operating characteristics in general maxi- 
mizes benefits on both sides. 

Consumption, production, and marketing objectives may diverge, 
however, when narrowed to individual commodities. In the first 
place, their convergence depended upon the assumption that elas- 
ticity of demand is lower at higher income. This will not be the case 
with all foods. In the second place, there may be disagreement on 
the choice of commodities to be subsidized. In this connection, there 
is a difference between what were previously called “cushioning ob- 
jectives” and “adjustment objectives.” Cushioning objectives 
almost inevitably require specifically tying a subsidy to the indi- 
vidual commodities whose production is excessive. Adjustment 
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objectives will automatically be promoted by a general food con- 
sumption subsidy. 

The relationships between consumption and production objec- 
tives can be summed up in two rather simple and obvious com- 
ments: First, that the easiest and cheapest way to increase the con- 
sumption of food is to make it available to those who are hungry; 
second, that it is easier to increase the consumption of foods people 
want than of foods that they don’t want. 

The analysis developed in this paper is general and qualitative. 
In planning a concrete program, and in checking on its operation, 
the qualitative conclusions will need to be translated into quantita- 
tive rules of operation. To do this intelligently, a great deal more 
data than are now available will be required. Particularly needed 
is information on variation with income of demand for food and for 
individual foods, and on dispersion of demand on the part of individ- 
ual consuming units within groups of similar composition and in- 
come. It is to be hoped that in any food-subsidy programs that may 
be undertaken provision will be made to fill these needs. 


WORLD AGRICULTURAL POLICIES AND 
THE EXPANSION OF TRADE* 
Rosert B. ScHwENGER 
Office of Foreign Agricultural Relations 
United States Department of Agriculture 
HE world market, on the existence of which so much of our 
thought and policy regarding international trade has been 
premised, virtually disintegrated during the thirties under the im- 
pact of government intervention.The various national markets were 
separated from one another or diverted into uneconomic combina- 
tions to such a degree that international trade fell far behind its 
normal relation to production, and world production patterns be- 
came greatly distorted. 

Interventionist policies had a particularly great effect on agricul- 
tural production and trade. They resulted in artificial scarcities in 
the importing countries and were the principal cause of unmanage- 
able surpluses in the exporting countries. The present war, with its 
enormous temporary changes in demand and its trade interruptions 
and diversions, has served to accentuate the distortions in the pre- 
war production pattern. 

Few governments now appear to contemplate withdrawing after 
the war from their pre-war policies of agricultural intervention. 
Many are considering strengthening those policies in order to main- 
tain part of their wartime increases in high-cost production, im- 
pelled by their obligations to their farmers and, in importing coun- 
tries, by a war-strengthened determination to maintain a high de- 
gree of agricultural self-sufficiency. Some important governments 
have already taken—or publicly announced their intention to take 
—steps in that direction. 

If we are to have a peaceful and prosperous world in the future, it 
is recognized as imperative that international action be taken to the 
end that trade—both agricultural and non-agricultural—may be 

* The views presented in this paper are in no way official. They are based pri- 
marily on my experience in the Office of Foreign Agricultural Relations under 
the stimulating guidance of Mr. Leslie A. Wheeler. I am indebted also to numerous 
colleagues, particularly in the Departments of Agriculture and State, who have 
participated in certain work and discussion of which the effort to prepare this 
analysis has been in a sense a by-product. I would like especially to mention Dr. 
Oscar Zaglits, who has thought the whole thing through with me and contributed 
generously to its formation, Leroy D. Stinebower, who has patiently cooperated 
in a search for the “hair” of judgment that “perhaps divides the False and True” of 


our opinions and Drs. Eric Englund and Frederick V. Waugh, who have made many 
helpful suggestions. 
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expanded and that production-distribution patterns may be made 
to conform more nearly with the principle of comparative inter- 
national advantage. The principal proposals for bringing this about 
fall into two groups: Those contemplating the withdrawal or sub- 
stantial relaxation of interventionist policies impeding healthy 
trade expansion; and those contemplating the coordination of in- 
terventionist policies and their use to accomplish trade expansion 
directly. 

At first glance the two approaches appear mutually incompatible, 
and much current discussion is based on the assumption that such 
is the case. However, further analysis shows that each is applicable 
to a different set of conditions met with at different times or in con- 
nection with different commodities, and that the two approaches 
are, therefore, inherently complementary. This leads to the con- 
clusion that, if the nations of the world are to attain a satisfactory 
post-war pattern of world production and distribution, they must 
employ both approaches, each in such a way as to facilitate the ulti- 
mate success of the other. 


I 
Interventionist Policies Distorting World Trade 


While the world market as theoretically conceived has probably 
never existed, there did exist prior to 1914 a very considerable area 
of the world throughout which it could be said that in a significant 
degree prices and trade in agricultural commodities were determined 
by competitive forces. Price differentials were due mainly to 
differences in transportation and marketing costs and some rela- 
tively modest import duties or occasional export subsidies; and, in 
most cases, there was not enough direct assistance by governments 
to their farm producers to sustain any large quantity of high-cost 
production. A transaction in international trade differed from one 
in domestic trade principally by virtue of involving a few more 
formalities and nominal charges. There were only a few exceptions, 
such as the fostering of beet sugar, particularly by Continental 
European governments, in competition with low-cost cane sugar. 
This quasi-world market for agricultural products had been grow- 
ing larger for about a century because of the growth of the world’s 
industrial population, particularly in the United Kingdom, the 
United States, and Germany. Under these circumstances—a com- 
petitive price in a large world market and a substantial upward 
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trend in demand—the pattern of production of the various com- 
modities tended to conform to the principles of comparative ad- 
vantage, the expansion in crop production taking place largely in the 
low-cost areas of such countries as Canada, Argentina, Australia, 
and the United States. 

By 1939, there remained hardly any staple agricultural commod- 
ity for which it could be said that prices in all of the important mar- 
kets were closely related, and in some cases there was no evident 
relation at all. An international trade transaction had become a 
complicated politico-economic process. Prices were about as numer- 
ous as countries, variations between them were great, and a variety 
of political permissions were required before one could try to make 
a profit by moving goods from places of abundance to places of 
relative dearth. There was often a risk that the costs and conditions 
of international movement would be altered while a commodity was 
enroute, and sometimes the only way to gain admission to a market 
was to make a shipment in the hope that exchange would be made 
available when it arrived at its destination. Quite a bit of trade was 
practically intergovernment barter, private traders sometimes act- 
ing as agents to carry out transactions for their governments. The 
parties to a foreign sale of, say, United States wheat, encountered 
the following more or less new types of elements in the situation 
by comparison with 1914.: 


1. Income supplements which, while guaranteeing a high price to 
domestic wheat producers in some importing countries, en- 
abled them to sell as far below cost as necessary to undersell 
imports.! 

2. Extraordinarily high import duties in some countries.” 

3. Foreign import quotas, licensing requirements, milling regula- 
tions, and other regulations putting more or less fixed limits 
on the quantities that might be imported.* 


1 In 1938-39, the United Kingdom goverment paid farmers income supplements 
of about 65 cents a bushel on over 60 million bushels of wheat. Income supplements 
were also paid in some other countries. Importing countries with government trade 
monopolies (see note 6) in effect made similar “supplementary” payments. 

2In 1914, no importing country of significance had a duty exceeding about 40 
cents a bushel. In 1938, the general duty exceeded 75 cents a bushel in Austria, 
Estonia, France, Germany, Lithuania, Poland, Rumania, Turkey, Yugoslavia, 
Egypt, and Mexico. 

’ Countries with such restrictions included Denmark, France, Germany, Greece, 
Italy, the Netherlands, Brazil, Sweden, Ireland, Belgium, Finland, and Switzerland. 
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4. Foreign government exchange controls under which the im- 
porter had to obtain dollar exchange from his central bank or 
treasury before he could go through with an import transac- 
tion. 

5. Preferential treatment under which importers found import 
duties lower or government licenses and foreign exchange 
easier to obtain if they purchased from certain specially 
favored exporting countries.® 

6. Government trading monopolies in both importing and ex- 
porting countries.® 

7. Export subsidies under which exporters from competing for- 
eign countries could sell abroad below their domestic prices.’ 

8. The United States loan program which in effect set a domestic 
price in the United States that tended to be higher than the 
prices of other exporting countries. 

9. The United States export subsidy under which, if the govern- 
ment approved an export transaction, a payment could be 
obtained sufficient to make the transaction possible in spite of 
the high United States domestic price. 


Some idea of the effect of these measures in distorting the produc- 
tion-distribution pattern may be obtained from the fact that the six 
countries (the United Kingdom, Germany, the Netherlands, Bel- 
gium, Italy, and France) which had been the world’s leading im- 
porters of wheat (including flour) in the five seasons, 1909-10/13- 
14, depended on imports for 38 percent of their total requirements 
in those years but for only 27 percent in the five seasons ended in 
1938-39.° This is the more striking when one considers that there 
had been no decrease in their total requirements (although their 
per capita requirements appeared to have fallen by more than 10 
percent). At the same time production in the United States in- 
creased 4 percent and that in Argentina, Canada, and Australia 
taken together increased 49 percent. 


‘ Wheat importing countries with such controls included Germany, Italy, Den- 
mark, and Greece. 

5 In some cases, the foreign government was operating directly to obtain as much 
of the country’s wheat requirements as possible from the specially favored coun- 
tries. United States wheat had to compete for what was left of the market. 

6 Governments having what amounted to monopolies of foreign trade in wheat 
included those of Argentina, France, Germany, Italy, the Netherlands, Hungary, 
Rumania, Bulgaria, Yugoslavia, and the Soviet Union. 

7 In the 1938-89 season, governments subsidizing wheat exports in one way or 
another included those of Canada, Argentina, Uruguay, and Australia. 
pe 8 The decline took place in the thirties. For the years 1924-28 the percentage was 
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The events that led up to this disorganized market situation, not 
only for wheat but for most agricultural commodities in one way or 
another, are familiar to students of international trade in agricul- 
tural products.® During the first World War, there was a very large 
temporary increase in demand, especially European demand, for 
most agricultural products and, at the same time, a disruption in 
supplies from the war areas and from the more distant parts of the 
world. This forced an expansion of the production of basic agricul- 
tural staples in accessible areas, particularly in North America. 
The Allied governments took direct measures to stimulate such 
production, although they also controlled consumption in order to 
keep the demand down somewhat. 

At the beginning of the inter-war period, government interven- 
tion was substantially relaxed. When restored production in the 
war areas glutted the world market, however, and much of the 
wartime expansion in production persisted in spite of the resultant 
agricultural depression, there was a gradual reintroduction of gov- 
ernment aids. Most of the important producing countries tried to 
support farmers’ prices on a maintained or expanded domestic out- 
put, regardless of repercussions on the world situation. However 
necessary and desirable this may have been from a national point of 
view, it served to aggravate the basic world maladjustment rather 
than to remedy it. Moreover, one interventionist measure led to 
another; price supports had to be supplemented with import re- 
strictions and export subsidies, import restrictions had to be super- 
vised and adjusted, export subsidies had to be increased because 
they forced down foreign prices, and so on. As a consequence, pro- 
gressively more interventionist techniques were introduced until 
there was a decided trend toward practically complete state control 
of trade. 

In the importing countries the output of energy foods was stimu- 
lated, without much regard to production costs, until it consider- 
ably exceeded pre-1914 levels. The desire to protect domestic pro- 
ducers and restore production was strongly reinforced in these 
countries by a desire for agricultural self-sufficiency as preparation 


® For a recent statement of the development of agricultural policies affecting 
international trade, see L. A. Wheeler, “Trends in Foreign Agricultural Policies,” 
Foreign Agriculture, September 1944. See also: Senate Document No. 70, 73rd 
Congress, Ist Session, ‘“World Trade Barriers in Relation to American Agriculture.” 
“Foreign Agricultural Policies—A Review and Appraisal,” Foreign Agriculture, 
January and February 1938. “Price Control in Foreign Countries,” Foreign Agri- 
culture, February 1939. 
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against the possibility of another war. Artificial fiber production 
also was stimulated. Only secondary attention was given to produc- 
tion of the protective foods in which these countries have a greater 
comparative advantage than in basic products. The principal tech- 
niques at first employed were high tariffs and domestic subsidies. 
Eventually, however, most of the importing countries turned to 
more rigid techniques, such as mixing regulations, quotas, licensing, 
and exchange control. The right to import came to be parcelled out 
not only from year to year or quarter to quarter, but in many cases 
almost from day to day on the basis of approval of individual trans- 
actions or complicated categories of transactions. A number of 
governments made the importation of certain products a monopoly 
of the state. 

Meanwhile, in the exporting countries, in spite of relatively low 

_prices, there was relatively little reduction of production from in- 
flated wartime levels. In some cases there was actually an increase. 
Governments began to adopt measures of price or income support. 
There was keen competition among the exporting countries for the 
reduced foreign market, and governments aided their producers by 
various forms of subsidization and currency manipulation. To in- 
crease the effectiveness of these measures in the face of short-run 
fluctuations in prices obtainable abroad, some governments estab- 
lished what in effect were state monopolies of the export of one or 
more of their principal products. But for many of them, the most 
effective type of aid in the competition for markets was the nego- 
tiation of preferential treatment for their producers in the markets 
of the importing countries in return for economic or political favors. 
In some cases, the arrangements amounted to complicated types of 
barter in which the actual prices obtained and the subsidies in- 
volved were almost hopelessly confused. 

During the present war, the disruption of supply has been more 
extensive than in the first World War and the increase in demand 
has been greater and has extended to more products. Intervention 
has been correspondingly more complete and far-reaching. Prac- 
tically all important international trade in agricultural products is 
directed by governments, and intervention for the control of pro- 
duction has greatly modified the characteristics of enterprise. This 
intervention has had to be directed toward a further distortion of 
the maladjusted pre-war production pattern. Production has been 
expanded with little regard to cost in order to meet the tremendous 
wartime need. 
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II 
Methods of Expanding Trade 


In view of this situation, there is fairly wide agreement on the 
importance of taking effective steps to bring worid agricultural 
production patterns more nearly in line with comparative advant- 
age and to establish and maintain a high level of world consump- 
tion of agricultural products. There is less agreement as to what 
steps would achieve this objective. 

As has been pointed out, the more important proposals can be 
divided into two groups: Those which contemplate the relaxation 
of interventionist measures in order to permit world market forces 
to operate effectively, and those which contemplate intergovern- 
ment arrangements for coordinating such measures in order that 
they may be directed toward the desired objective. The following 
discussion suggests certain conditions under which each of these 
approaches can contribute to the improvement of production and 
consumption patterns. The set of conditions favorable for the one 
approach is roughly opposite to that favorable for the other, and 
each characterizes a different portion of the world’s economy. 
Hence, the problem is not to choose between the two, but to deter- 
mine their spheres of effective operation, their interrelations, and 
the principles of their successful application. 


A. Relaxation of Interventionist Policies 


Proposals for the relaxation of intervention are based on the 
arguments associated with the general equilibrium analysis. It is 
held that, if international trade is unshackled by eliminating duties 
and subsidies and abolishing quantitative trade controls (such as 
quotas, licensing systems, and exchange restrictions), the forces of 
the market will bring the pattern of world production and distribu- 
tion very nearly in line with comparative production advantage to 
the benefit of consumers as a whole. 

Proponents of this approach realize the impossibility of obtain- 
ing the complete elimination of tariffs and subsidies, at least in the 
near future, but they believe that substantial reductions can be 
brought about in the types of intervention that cannot be elimi- 
nated. They expect this to result in a very considerable improve- 
ment in the production-distribution pattern and they hold that, 
over any considerable period of time, this improvement will be 
greater and more balanced than can be achieved by international 
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planning or programming. They contend that the forces of compe- 
tition in the market place automatically take account of, and weigh 
against one another, all of the myriad factors relevant to a given 
production-distribution situation, whereas the human beings man- 
aging any type of international arrangement, no matter how well 
they might be selected, would be unable adequately to appraise all 
of the factors and would be susceptible to influence and bias. 

This approach has been used with a good deal of success in the 
past. Essentially, it was the British approach to international 
trade in the latter half of the nineteenth century. It is the approach 
of the United States Reciprocal Trade Agreements Program. To 
advance it in the future it is proposed that there be concluded 
what would in effect be a multilateral (instead of a bilateral recip- 
rocal) trade agreement between all of the countries of the world for 
the simultaneous relaxation of their trade intervention measures. 

The approach has a basic appeal. To many, it seems at first to 
offer a line of action at the world level analogous to the economic 
union of our 13 States under the Constitution, although the great 
differences between the economy of the North American continent 
of 1789 and the world of 1944 reduces the value of that comparison. 
To economists, it appeals because of its consistency with the class- 
ical assumptions of the static equilibrium analysis on which most 
of us have been brought up. Certainly, the relative economic free- 
dom offered by this approach is a desirable end in itself. It should 
be followed aggressively whenever and wherever it can be effective. 

But the relaxation approach is not applicable at all times nor to 
all parts of the world economy. Few of its proponents look upon it 
as a panacea. Its limitations from an economic point of view are 
brought out by an examination of some of the assumptions of the 
static equilibrium analysis of economic competition on which it is 
based and of the implications of those assumptions when applied to 
a dynamic situation. In addition, the approach encounters import- 
ant political difficulties. In the following discussion of some of those 
limitations and difficulties, it is not intended to argue against ef- 
forts to accomplish the relaxation of intervention where it is applic- 
able. 

i. Production adjustment. It is assumed that production of a com- 
modity responds reasonably well to price change. Hence, in the 
area of a dynamic economy to which the relaxation approach is ap- 
plied, quantities produced must vary in response to price change, 
rising when an increased price is maintained over a reasonable 
period of time (and falling when a decreased price maintains) so 
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that supplies tend to come into a new equilibrium with demand. 
Under the relaxation approach, this response is one of the basic 
mechanisms relied upon to readjust the pattern of world production. 
It is recognized that a great difference exists between different in- 
dustries as concerns the rate of this response. Moreover, the re- 
_ sponse to a rising price may be entirely different in degree from that 
to a falling price. Neither of these points vitiates the assumption 
as long as the response is sufficient to bring about substantial ad- 
justment within a not too long period. But if the response tends to 
be slow and inadequate in an important sector of the economy the 
relaxation approach cannot be relied upon to accomplish the re- 
quired adjustment. 

In many parts of agriculture, while the response to rising prices 
is generally adequate, there is not enough response to a falling price. 
For some major crops, there may at times be almost no reduction 
in total output for several seasons, though prices remain low. Some 
important factors that contribute to this are of interest in the light 
of the conclusions of this paper. In most countries, small enterprises 
predominate in agriculture. Money costs are rigid, consisting in 
large part of taxes and debt service. Hired labor is relatively unim- 
portant. The farmer and his family are often tied to production on 
a certain area suitable for a limited choice of products. Capital in- 
vestment is usually attached to the land. When price falls, the 
majority of entrepreneurs cannot cut their losses or increase their 
profits by cutting production. After the present war, it is probable 
that the great technological improvements of recent years will ag- 
gravate this situation, tending to maintain or expand production 
even if some resources were to be shifted. Finally, the case is made 
worse by the fact that, for most of the crops in question (and also 
for most of the readily available alternative crops to which produc- 
ers might turn), the demand is highly inelastic. 

Under such circumstances, market forces increase production 
when demand is temporarily increased but do not adequately con- 
tract it again. Submarginal producers continue producing. Exces- 
sive price declines occur. Chronic surpluses develop.'® Agricultural 


10 Surpluses may be considered to appear only after government intervention has 
directly or indirectly kept some supplies from being marketed, or they may be rec- 
ognized as existing as soon as extremely low prices threaten to produce the sequence 
of events described in this paragraph. The difference may hinge partly on whether 
the low price is successful in moving the supply into consumption. Largely, however 
it is a matter of definition. I tend to use the word, surplus, in the broader sense. An 
excellent exposition and analysis that uses it in the narrow sense is to be found in 
Stinebower, Leroy D., Food as a Facet in International Trade. Department of 
State Bulletin, September 10, 1944. 
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depression tends to be prolonged and to spread to other sectors of 
the economy. Governments are forced to intervene. The interven- 
tion may take many forms, including price supports, income sup- 
plements, import restrictions for products on an import basis, and 
export subsidies; but it is both economically undesirable and polit- 
ically impracticable to leave farm producers to their plight. 

ii. Prosperity. The relaxation approach further assumes a high 
level of world economic activity. This assumption is the counter- 
part in a dynamic world of the static equilibrium assumption that 
the total demand for all products is eternally sufficient to employ 
all useful resources. 

In its application, the relaxation approach depends heavily on 
this assumption in the sense that it requires a certain stability, at a 
satisfactory level, in the total quantity of purchasing power avail- 
able to consumers and reasonable opportunity for alternative em- 
ployment of human and other resources shifted out of high-cost 
enterprise. In view of the important rigidities in the cost-price 
structure, if consumer purchasing power becomes substantially 
contracted and government does not intervene, there cannot be 
realized, at least over a considerable period of time, that plane of 
living which the developed resources of the world economy can 
support. Moreover, if there are violent fluctuations in the level of 
consumer purchasing power and price, the guide to entrepreneurs 
in making production adjustments is not a trustworthy one in that 
it does not reflect changes in requirements or tastes or capacities 
to produce so much as it does extraneous elements in the system of 
distribution. The existence of attractive alternative employment 
opportunities is essential if productive resources are to be with- 
drawn from the high-cost portions of an overexpanded industry in 
which prices have fallen below marginal costs. This latter point is 
particularly significant for agriculture, where many of the resources 
not needed in the production of one crop will turn to another crop 
and some of the resources released from livestock production will 
be added to those producing crops for market. Moreover, with 
generally declining demand, labor tends to drift from industrial 
centers to farms. Hence agricultural production as a whole tends to 
be maintained in depression. 

The relaxation approach comes seriously into question, therefore, 
especially as applied to trade in agricultural products, because of 
the fact that market forces neither prevent depressions nor cure 
them quickly. This leads to the conclusion that it must be coupled 
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with an international program for preventing depressions—one, 
moreover, which does not itself prevent market forces from bring- 
ing about production adjustment. It also leads to the secondary 
conclusion that we must expect a long transition period before the 
_ approach can come into full effect in the areas of the economy for 
which it may be adapted, since it is unrealistic to expect many 
governments to bank heavily on an anti-depression program until 
after the program has functioned successfully for some time. 

This leads to a discussion of the primarily political as opposed to 
economic, difficulties that confront programs based on the relaxa- 
tion approach. There are two in particular that ought to be men- 
tioned, the first being very closely related to the subject of the pre- 
ceding paragraph. 

iii. Self-sufficiency. I refer to the conviction of governments 
(more general than is often supposed) that in times of peace they 
must prepare for war and that this requires them to maintain a 
high degree of self-sufficiency in food supplies. Food shortages suf- 
fered in the present war and the use made of food blockade for po- 
litical or military coercion have greatly strengthened this convic- 
tion. It is hard to think that it will not be a potent political force for 
years to come in such countries as the United Kingdom and Sweden. 
It has been advanced as a serious consideration as regards some of 
the foods in which the United States is deficient. It might be ar- 
gued that self-sufficiency policies are not in fact as effective or as 
economical for meeting a war situation as would be a combination 
of stock piling and fertility-conservation policies, perhaps supple- 
mented by other measures such as the subsidization of the use of 
certain kinds of farm machinery. It would probably require years, 
however, to get that proposition accepted widely as a basis of gov- 
ernment policy. 

Again the conclusion is that the relaxation approach must be 
supplemented, in this case with an aggressive program for assuring 
world peace. A start has been made and it is to be hoped that his- 
tory will write Dumbarton Oaks as such a program. Again, how- 
ever, it is to be feared that no nation will significantly relax its self- 
sufficiency programs until Dumbarton Oaks has proven itself. This 
reinforces the conclusion that a long transition period must pre- 
cede the effective putting into operation of the relaxation approach, 
at least as concerns commodities in which governments feel they 
must be self-sufficient. 

iv. State-enterprise countries. It is obvious that the relaxation 
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approach cannot be directly applied to the trade of countries like 
the Soviet Union, where state trading obscures the relation of 
prices to quantities imported, exported, produced, or consumed. 
The advantages of monopoly trading would lead to at least quasi- 
state-trading by others in self defense. The approach must, there- 
fore, be somehow supplemented if it is to apply to commodities in 
which trade with such countries is important. 


* 


The foregoing brief discussion of the principal limitations on a 
' post-war effort to expand trade and rationalize production pat- 
terns through a relaxation of the policies that have tended to re- 
strict trade and distort production in the past is not intended to 
obscure the advantages of such an approach nor to suggest its 
abandonment. On the contrary, even within those areas of the 
world economy where ultra-market means must be found for ad- 
justing production, facilitating distribution, or attaining certain 
non-economic objectives, it is important to place maximum pos- 
sible reliance on market mechanisms as a means of registering such 
things as consumer choice and relative costs. And in other areas of 
the economy, it would be unfortunate indeed to sacrifice the vital- 
ity and flexibility and progressiveness that characterize extrepre- 
neurs operating in a free market. I consider it a basic principle that 
the relaxation approach should be applied wherever it has a chance 
of working. It seems clear, however, that there are a number of 
areas in which it cannot be expected to succeed. Those here 
discussed may be summarized as follows: 


(1) As concerns products, probably including most important 
crops, where market forces do not succeed in achieving an adequate 
decrease in production when there is a decline in demand; 

(2) As concerns products in which governments insist upon a 
substantial degree of self-sufficiency as a measure of national de- 
fense; 

(3) As concerns products which governments wish to protect 
from unduly steep price declines in the early phases of depression; 
and 

(4) As ‘concerns products in whose international trade state- 
trading plays an important part. 


For these areas of the economy, it is suggested that it is desirable 
to supplement the relaxation approach with some type of trade- 


Wor.p AGRICULTURAL Po.icies, TRADE ExPANSION 79 


expansion, production-improvement program, less long-run in its 
essential nature. 


B. The Coordination of Interventionist Policies 


Most programs proposed for supplementing the relaxation ap- 
proach start from the proposition that, since the types of govern- 
ment intervention whose unilateral use has distorted much agricul- 
tural trade and production cannot be gotten rid of for some consid- 
erable time after the war, the alternative is to coordinate them and 
to redirect them to the implementation of a program of trade ex- 
pansion and production adjustment.” 

That interventionist agricultural policies cannot be gotten rid of 
for a long time is attested not only by the theoretical shortcomings 
of the relaxation approach summarized above, but also by the pro- 
nouncements and commitments of governments. These indicate 
that the retreat from agricultural intervention after the present 
war will not carry us back even as far as the complex 1939 situation. 
Many of the war measures to expand production have been ac- 
companied by guarantees, some explicit, some implied, that the 
government would be responsible for the costs of readjusting; this 
responsibility will surely require the continuation of active inter- 
vention for quite a few years, especially if future efforts to adjust 
are no more successful than pre-war efforts to deal with what was 
probably a less unbalanced situation. Some commitments with 
even longer-period implications have been made. Canada recently 
established a board with power to support the prices of commodities 
other than wheat, using trading monopolies or income supplements, 
for a transition period which government declarations indicate may 
be of considerable length. She also appears to contemplate a con- 
tinuation of her state-trading monopoly in wheat. The United 
Kingdom has guaranteed a market until 1948 at present prices to 
certain of its livestock producers, and in 1943 the Prime Minister 
publicly declared that the Government must bear the cost of main- 
taining after the war at a “reasonable” level of prices the great ex- 
pansion and improvement that has taken place in British agricul- 


1 Proposals for the coordination of existing interventionist policies should be 
distinguished from proposals for the establishment of an interventionist policy to 
control large-scale private organizations (cartels) capable of themselves “‘inter- 
vening” to circumvent the action of the natural forces of the market in a manner 
contrary to the general interest. The latter proposals relate primarily to the indus- 
trial field and are not dealt with in this paper. 
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ture. Moreover, there is strong sentiment for the continuation of 
preferential trading within the British Commonwealth and even 
of some form of government food-trading monopoly such as the 
Ministry of Food. The Ministry is entering into contracts, by their 
nature discriminatory, guaranteeing the quantities and prices of 
some major agricultural products that the United Kingdom will 
take during the next four years from certain competing exporting 
countries. The Soviet Union, of course, will both control and direct 
its trade, and a number of adjacent countries may adopt similar 
systems. Such policies as these will not eliminate, indeed will tend 
to perpetuate, serious agricultural maladjustment and, therefore, 
even if temporary in intent, they will again lead to trade wars. They 
must be coordinated and redirected. 

The essential proposals of the coordination approach are (a) 
that, where conflicting national programs threaten trade wars, in- 
ternational agreement on a world program be somehow reached 

and (b) that means be found to direct these world production- 
distribution programs along the lines of comparative advantage and 
consumption expansion.” It is hoped to accomplish this through 
an international organization operating on working rules and prin- 
ciples that would be formulated and accepted internationally. 
Some tentative suggestions have been made as to the nature of 
those rules.!* It is thought that, under the present impetus to col- 
laboration for world security and freedom from want, these sug- 
gestions might provide the basis for an international discussion 
looking to their elaboration as a body of accepted principles and to 
the establishment of the proposed international organization. The 

12 For an early presentation of the approach, see Wheeler, L. A., Agricultural 
Surpluses in the Post-War World, Foreign Affairs, October 1941, p. 87 ff. 

13 See Black, John D., and Tsou, Stanley S., International Commodity Arrange- 
ments, Quarterly Journal of Economics, August 1944, pp. 521-52. 

14 The Interim Commission on Food and Agriculture, in its First Report to the 
Governments of the United Nations, Washington, August 1, 1944, did not recom- 
mend that this function be lodged with the proposed permanent Food and Agri- 
culture Organization but instead “that international commodity arrangements for 
both agricultural and non-agricultural products be coordinated under the supervi- 
sion and direction of a single international authority” and “that principles governing 
international commodity arrangements for all classes of products should be formu- 
lated by a special international conference and that thereafter there should be estab- 
lished an international authority to review in the light of experience the application 
of the principles so formulated and to coordinate and supervise the administration 
of individual commodity arrangements.” This was on the basis of the need for ap- 
plying the coordination approach to some non-agricultural commodities. Some 
basic organizational problems are discussed in Elliott, F. F., “Redirecting World 


Agricultural Production and Trade Toward Better Nutrition,” this JouRNAL, 
February 1944. 
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principles would, of course, be improved on the basis of experience 
in applying them. . 

It is difficult to assess the possibilities of the coordination ap- 
proach, since it has never been tried. Past efforts by governments to 
avoid trade wars have been extremely limited and, in most cases, 
unsuccessful. In the main, their objectives have been market- 
allocation and price-maintenance. Nevertheless, they have re- - 
vealed important difficulties and dangers which some fear may be 
inherent in the coordination approach. Primarily, these fears relate 
to (i) the tendency for commodity programs to be “restrictive” 
because of overemphasis on the short-run producer interest at the 
expense of the general interest, and (ii) the tendency for govern- 
ment intervention and control to perpetuate and extend itself." . 
In discussing each of these difficulties, it may be useful to review 
some of the proposals made for dealing with it. 

i. Restrictiveness. The reasons for fearing that commodity dis- 
cussions will always be dominated by the producer point of view, 
even when that point of view conflicts with the general interest, are 
well known. Governments usually tend to be held more strictly 
accountable to their producer interests than to the general public; 
an expert who knows a commodity situation well enough to par- 
ticipate in the preparation of a detailed trade and production pro- 
gram will usually be oriented toward the producer view and will 
seldom be trained in general distribution problems, such as those 
of the maintenance of consumer purchasing power and the balanc- 
ing of international payments; and, finally, the principal measures 
for the expansion of consumption lie largely outside of the field of 
any one commodity, although they call for some shift in the pro- 
duction-distribution patterns of most commodities. Hence, it is 
feared that no program will be drawn up, agreed to, and carried out 
if it calls for shifting high-cost producers into other lines of activity. 
There will be concern for both the producers to be shifted and those 
already in the alternative lines of activity. Resistance will be es- 
pecially great by the importing countries, in which the bulk of the 
high-cost production usually is found. These countries will resist 
to assure their basic agricultural self-sufficiency in case of war as 
well as to protect the interests of their producers. Neither is a 
program apt to be agreed to if it calls for price reductions to pro- 


4% For a recent statement of the difficulties, see Davis, Joseph S., After the War: 
Free Trade or Control, British Columbia Financial Times, Sept. 2, 1944, p. 4. 
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ducers within the participating countries, no matter how necessary 
this may be in order to expand consumption. 

Proponents of the coordination approach admit this difficulty, 
although they think it is overstated in the case of the agricultural 
products that would be the proper subject of the coordination ap- 
proach. Producers of these commodities, as has been pointed out, 
have no incentive to be restriction-minded. On the contrary, they 
want to produce, and they do produce—abundantly—even in de- 
pressions. Hence, their only important conflict with the general 
point of view concerns the price of their products. 

Past commodity agreements arose out of difficulties being experi- 
enced by producers in exporting countries. Prices were low. Quan- 
tities purchased, even at the low prices, were substantially below 
quantities produced.’ Importing-country governments had cut 
down on imports. Exporting countries had been unable to cut pro- 
duction very far and they were fighting for what remained of the 
importing-country markets. When they came together in interna- 
tional discussions, they had little choice but to allocate the market 
and agree on price floors. Under the circumstances, they had to 
try to restrict production also, but they had little significant success 
with agricultural products.” 

Under the coordination approach, to overcome this tendency to 
emphasize the producer view, it is suggested (a) that, in the inter- 
national organization for achieving agreements and keeping their 
operation under surveillance, there be strong representation of the 
consumer point of view (at least to the extent that it coincide 
with the general interest) both through the participation of import- 
ing countries and of international civil servants, (b) that tests be 
worked out of whether a program tends to modify a production- 
distribution pattern in the direction of the theoretical equilibrium 
‘position under economic competition and that these tests be re- 
duced to certain rules and principles of action and accepted at an 


16 Quantities not harvested, or allowed to deteriorate, because prices would not 
cover normal processing, storage, and handling costs are here considered as having 
been produced. 

17 For a history and analysis of past commodity arrangements, together with 
texts of agreements and other documents, see International Labor Office, Inter- 
governmental Commodity Control Agreements, Montreal, 1943. 

For a summarized analysis of the experience under these agreements and their 
implications for the coordination approach, see Black, John D., and Tsou, Stanley 
S., International Commodity Arrangements, Quarterly Journal of Economics, August 
1944, pp. 521-52. 
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international conference held for the purpose of establishing the 
organization. Representation of the importing countries would be 
particularly effective in the case of commodities such as cotton and 
certain tropical products not produced in the large importing coun- 
tries. The participation of civil servants could be very effective if 
they were well selected and armed with well-formulated rules and 
principles that had received international acceptance. One pro- 
posal envisions the establishment of a small ‘international com- 
modity commission” of distinguished persons selected on the basis 
of a reputation for constructive breadth of view more than specific 
commodity experience. The commission would be responsible to a 
world economic organization such as the economic commission 
provided for at Dumbarton Oaks, and would serve as the head of 
an international secretariat. The international secretariat would 
include the secretariats of commodity councils, similar to the Inter- 
national Wheat Council, on which would be represented all coun- 
tries having a substantial interest in the production or consumption 
of an individual commodity. A member of the commission would 
sit with each council. He would have no vote but would have the 
right to be heard. The secretariat would prepare the agenda of 
meetings of the various councils and would implement agreements 
reached. Agreements would be published, as would all facts rele- 
vant to their operations. Hence, there would be ample opportunity 
for ensuring consideration of the general interest, especially if 
there were available a set of principles to serve as a guide. 

Most of the working rules and principles for testing whether 
specific programs would tend to improve production-distribution 
patterns would probably have to be “directional” rather than quan- 
titative, since the equilibrium position (corresponding to the com- 
parative advantage distribution of trade) is probably never meas- 
urable in practice and would certainly not. be so for commodities 
subject to government intervention. For example, there could be 
a set of rules by which to judge whether a program tended to maxi- 
mize consumption, another to judge whether it was aggravating a 
surplus situation, and still another as to whether it tended to mini- 
mize marginal production costs.'* Since these objectives were agreed 


18 For an analysis of important dangers which the rules would have to provide 
against, see Davis, Joseph S., International Commodity Agreements in the Post- 
War World. American Economic Review, March 1942 Supplement, especially pp. 
400-3 
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to, at least by implication, at Hot Springs, the principal problem 
would be one of getting agreement on methods of measuring prog- 
ress toward them. 

The adequacy of consumption might be approached through per 
capita consumption comparisons, the height of prices to consumers 
in relation to costs and incomes, and desirable levels of nutrition. 
The question as to the aggravating of surpluses might be ap- 
proached through changes in buffer stocks and perhaps also prices 
for some commodities. Rules as to production costs would be a 
problem tecause of the difficulty of measuring costs, their com- 
plexity and variability, and the sensitiveness of producers on this 
question. Some elements to bring in might be the relative profit- 
ability of different crops, and willingness to produce and sell at 
different price levels. There might also be rules relating to types of 
intervention from the point of view of their effect. The superiority 
of direct, commensurable types as opposed to concealed types is 
an example. Methods of making interventionist measures remedy 
basic situations, such as paying more attractively to shift producers 
than to keep them overproducing, might be reduced to rules and 
principles. Whether reducible to rules or not, the practice might 
develop of granting special international favors, such as increased 
loans by the International Bank, to compensate countries which 
shifted out of a particularly great amount of high-cost production. 
The foregoing may suggest some of the possibilities. 

The rules would have to be flexible enough to allow for application 
to real situations. They would have to be subject to modification 
by agreement in the light of experience. They would have to en- 
visage gradual progress toward accomplishment of the limited 
economic job of adjustment and trade expansion that is proper to 
this type of international agreement. 

ii. Perpetuation of controls. This brings us back to the fear that 
controls tend to perpetuate and extend themselves, and that the 
coordination of controls will accelerate the process. One of the 
reasons sometimes given for the failure of past commodity agree- 
ments to accomplish their objectives (whether or not desirable) was 
the lack of sufficient control over domestic production and market- 
ing by the governments of some of the member countries. This is 
probably a characteristic situation. All programs will have to be 
varied from time to time because of changes in areas of the economy 
not subject to control and because of other unpredictable circum- 
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stances; all administrators of the detailed types of control will be 
human and will make mistakes. From the purely administrative 
point of view, the easiest solution in either case may be to extend 
the area of control. The case for doing so is often very plausible. 
While agricultural production is probably more difficult to control 
effectively than is any other part of the economy, there is a real 
problem of assuring that international agreements for the coordina- 
tion of intervention will be temporary. 

If the shortcomings of the relaxation approach that make such 
agreements necessary were going to be confined to the period of 
transition to peace, the case might be easier. But even after eco- 
nomic activity is on a high and dependable level and world security 
is assured to the point where self-sufficiency policies are relaxed, 
there would presumably be cases where the failure to adjust to 
substantial demand shifts would call for application of the coor- 
dination approach until adjustment had been accomplished. What 
one proponent calls a “standby” organization would have to be 
ready to develop an international program when needed to prevent 
an exaggerated price decline from continuing over a considerable 
length of time and resulting in an area of depression. 

Hence, there must be working rules and principles, interna- 
tionally agreed to, that specify tests, as objective as can be devised, 
embodying the following basic propositions: (a) international 
programming should be applied only when certain types of malad- 
justed situations arise; (b) the programs should call for intervention 
only to the extent required in order to accomplish their basic pur- 
pose; (c) the programs should, if possible, be designed to terminate 
the maladjustment which made them necessary; and (d) they 
should be withdrawn as soon as that has been done. Only thus 
can the organization and procedure proposed become a helpful 
supplement to, rather than an encroachment upon, a free economy. 


Toward a Dynamic Synthesis 
The necessity for applying special measures of government inter- 
vention to important sectors of an essentially free-enterprise econ- 
omy in order that the other sectors may continue to function effec- 
tively is not a new or unusual concept. In the field of public utility 
policy, it has long been accepted. The development of the rules of 
public utility regulation and the exploration of the interrelations 
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between this area of government intervention and the free market 
economy are fairly well advanced. 

Moreover, the analogy with the coordination-relaxation relation- 
ship goes farther. In both public utility operation and certain kinds 
of crop production, an important feature making intervention 
necessary is the existence of high fixed costs leading to the main- 
tenance of production in spite of declining prices. Thus, among 
public utilities, the absence of intervention leads to duplication of 
facilities and cut-throat competition, threatening backruptcy to 
the competitors and interruption of necessary services; while in 
many parts of agriculture, it leads to chronic surpluses, threatening 
important areas of depression. In the case of the great majority 
of public utilities, a regional or localized market is involved and 
there has been no international complication to obscure the nature 
of the problem. Hence, control measures are usually as wide as the 
market. In agriculture, on the other hand, the market involved is 
the world market. Many of the agricultural policies that have dis- 
torted trade represent necessarily inadequate efforts by govern- 
ments to deal with the world-wide problem on a partial, national 
basis. 

International trade economists have tended to overlook this fea- 
ture of those agricultural policies. They have concentrated on the 
fact that the policies sheltered certain groups or interests from the 
full effect of market forces, and they have taken it for granted that 
this fact was sufficient to condemn the policies—lock, stock, and 
barrel. Elimination of these policies has been looked upon as a 
necessary condition for the expansion of trade and the restoration 
of rational production patterns. We have seen the flaws in this 
reasoning. Under the conditions of world agriculture after the war, 
peace and prosperity will not be assured by the elimination of all 
national efforts to deal with existing maladjustments but by the 
coordination of these efforts into a world-wide effort. 

It will be unfortunate if the basic objective of rationalizing the 
world economy as far as possible in order to obtain the advantage 
of maximum efficiency of production and the highest possible planes 
of living is obscured by an inability to reconcile the existence of 
interventionist techniques in some areas of the world economy with 
the existence of relatively free enterprise in others. 

Institutions must be developed that will permit the realization 
of the desired production-distribution patterns through the joint 
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application of both techniques. In the development of such institu- 
tions, it is of basic importance that the advantages of the equi- 
librating mechanism of the free market be secured to every portion 
of the economy in which that mechanism can be made to operate 
effectively. The operations of a fairly free market have permitted a 
revolution in techniques of production to be accompanied by a 
revolutionary rise in our planes of consumption. The focusing of 
attention on the problems of coordinating intervention in the areas 
where it is needed should never be allowed to obscure the need for 
preserving this basic value of the competitive system. The problem 
is to permit both the maximum feasible use of competitive forces 
for the integration of future advances in technology into the world’s 
economy and the use of internationally coordinated intervention 
to maintain and expand activity in those areas of the economy 
which otherwise would be sources of disturbance and depression. 


THE RELATION OF PUBLIC TO PRIVATE LENDING 
AGENCIES (IN AGRICULTURE) AND RECENT 
TRENDS IN THEIR DEVELOPMENT* 


Morray R. Benepict 
University of California 


HIS topic is not one that lends itself to a conclusive statement. 

One’s attitude toward private as against public activity de- 
pends on his personal philosophy, his particular interests, and the 
phases of the problem with which he is most in contact. The man 
who has spent his life as a private banker is likely to be more 
keenly aware of the contributions made by bankers than are 
farmers and the general public. Also he is likely to overlook some of 
the defects of private credit agencies which may be very prominent 
in the minds of debtors and of disinterested students of the prob- 
lem. Administrators of public agencies, on the other hand, must 
inevitably think defensively in regard to the operations carried on 
by them; and, since they are human beings like the bankers, they 
will tend to exaggerate the good features of the public agencies and 
to minimize their shortcomings. Both groups are likely to base 
their judgments on short-run considerations and to overlook the 
longer-term significance of this or that plan of operation. 

In discussing the problem I am forced, therefore, to present a 
somewhat personal view though I shall attempt to bring out the 
advantages and disadvantages of each of these ways of providing 
credit for agriculture. However, in order that you may be somewhat 
aware of whatever biases I do have, I will say at the beginning that 
in general I prefer to see business handled on a private basis unless 
there are clear advantages in handling it through public agencies. 
On the other hand, it seems to me essential that we avoid any sim- 
ple contrast such as that of ‘‘Private Enterprise” on the one hand, 
or “Socialism” on the other. Throughout the history of this nation 
there has been discussion and action looking to providing some 
services through public agencies while leaving others to private 
enterprise. Changes of this kind have gone on in “Conservative” 
administrations as well as in those designated as “Liberal” though 
not at so fast a rate. In wartimes and during depressions, the move- 
ment toward public management of activities has been accelerated. 


* A paper presented at the Annual Meeting of the Western Farm Economics 
Association, Los Gatos, California, June 28, 1944. 
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In peacetimes and in periods of prosperity the trend has often been 
the other way. The net result, however, has been an increase in the 
scope of governmental control and management. The fundamental 
consideration seems to me to be that of doing through private enter- 
prise the things that can best be done that way, and doing through 
public action the things that can best be done in that way. Neither 
procedure is inherently “right” or “wrong.” Both have advantages 
and disadvantages. Each procedure is better than the other in 
some fields. 

The reason for my leaning toward private enterprise, except 
where there is clear need for public action, stems from an aware- 
ness of the human limitations where public administrators all too 
often have not gone through the hard schooling of responsible 
management of business affairs. In my view, administrative ability 
is one of the scarce elements in human affairs, and we need to use as 
fully as we can the initiative, ingenuity, and imagination that are 
available. Where activities are too highly centralized in a govern- 
ment agency, there is some tendency to fail to use in the fullest 
measure the management abilities and intelligence that exist in 
the population. The use of ingenuity and initiative tends to be 
limited too exclusively to that possessed by a few people who may 
have been placed at the top as a result of great merit, as a result of 
political influence, or perhaps by the mere chance of having made 
an impression on those who have the power of appointment. 

Such limitations become more apparent as governmental agen- 
cies grow older and lose the services of those who initiated them. 
The earlier stages are more likely to be characterized by over- 
optimism, naivete, and inexperienced management. It is only fair 
to say, however, that these same sorts of limitation frequently are 
to be found in large-scale enterprises that are non-governmental, 
in other words, in large corporations. 

Those who have more faith than I in the wisdom of government 
administrators, in the absence of undesirable influences in their 
selection, and in the rightness of doing things through government 
even at some cost in efficiency, will not find themselves wholly in 
accord with some of the views here expressed. I hope, however, to 
avoid presenting either a defense of private operation or an argu- 
ment for public management as an end in itself. The aim is rather 
to try to see what division of labor between these two ways of doing 
things will best accord with the public interest. There is, of course, 
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a large middle ground in which the advantages may be relatively 
small either way. As stated above, my leaning in such cases is to 
leave the activity in the hands of private individuals if possible, 
using such controls as may be needed in the public interest. 

In discussing this problem it may be helpful to trace briefly the 
development of governmental participation in the provision of 
agricultural credit. In the United States the first approach on a 
comprehensive and well-considered basis came about through the 
creation of the Federal Land Bank system in 1916. To be sure, 
abortive efforts to provide agricultural credit through state action 
had been undertaken at various times before then, but most of 
these earlier programs were poorly planned, poorly administered, 
and soon abandoned. 

The Land Bank system, on the other hand, resulted from a long- 
felt need, was based upon careful study and debate, and had back 
of it a long history of precedent and experience, particularly in 
Germany and France. Its roots went back to the successful estab- 
lishment of the German Landschaften by Frederick the Great in 
1770. The system set up for the United States, like these earlier 
forerunners, was not based on straight governmental loans, but 
rather on the principle of cooperation, with government aid and 
supervision. It contemplated eventual ownership by the borrowers 
with the government providing only general supervision and the 
necessary legal authorizations and restrictions. From the beginning 
however, some financial aid was provided by the government both 
directly and indirectly. Practically all of the original capital was 
subscribed by the government, and the general supervision through 
the Federal Farm Loan Board was supplied at public expense.! An 
indirect subsidy was provided by exempting from taxation the 
bonds to be issued. 

During the early years of the Federal Land Bank system the 
competitive influence of the government’s participation in agricul- 
tural lending operations was modest. It did not affect private lend- 
ing operations very significantly. In fact, the more private phase 
of the system, namely, the network of joint stock land banks, for 
a time seemed likely to overshadow the cooperative system. 

The creation of the Federal Intermediate Credit Banks in 1923 


_ } The Farm Credit Administration units now pay out of their earnings all super- 
visory and examination expenses. The Federal Intermediate Credit Banks pay for 
the use of government capital an annual franchise tax based on their earnings. 
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marked a more definite step in the way of government competition 
in the lending field. This legislation came about largely as a result 
of the sudden contraction of private loaning in the acute agricul- 
tural depression of the early twenties, and grew out of a feeling on 
the part of the farmers that they must have a more dependable 
source of operating funds. In the Intermediate Credit program the 
government provided the capital of the banks without provision 
for its retirement as in the case of the Land Banks. As a whole, 
however, the pattern adopted was in keeping with that of the estab- 
lished banking system and the subsidy aspect was not sufficiently 
large to make it a serious competitor of the private banks. 

During this period before 1930 other steps were taken which put 
the government much more definitely into the lending business, 
but these were assumed to be temporary arrangements to meet 
specific emergencies. Among them were the frequent appropriations 
for feed and seed loans to aid farmers who had suffered severe 
physical damage to their crops, and the revival of the War Finance 
Corporation. The War Finance Corporation activities of the early 
twenties were intended primarily to save the banking structure in 
the rural areas during the depression that followed World War I. 
Some indirect advantages to farmer borrowers did result, how- 
ever. In 1930 the Reconstruction Finance Corporation was estab- 
lished on very similar lines but with a broader task which included 
aid not only for agriculture but for other parts of the economy as 
well. 

These measures were all initiated with a view to meeting current 
emergencies. They established precedents, however, which led to 
more and more frequent use of government aids of this kind. Feed 
and seed loans which were originally provided as a means of dealing 
with localized physical disasters came to be applied generally to 
aid in meeting economic disaster such as that of the early thirties. 
Later on something of the same general point of view was carried 
over into the Farm Security Administration. The basic objective 
back of most of these measures was that of providing direct govern- 
ment loans to farmers who lacked adequate security for procuring 
loans through the regular lending agencies. Where the aim was to 
rescue private banks from disaster, the principal procedure was to 
absorb short-time paper and allow a longer term for repayment 
than could be granted by the banks. 

Throughout most of the two decades following 1920 there was, 
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however, a tendency to provide more and more government aid. 
In 1930 the government subscribed an additional one hundred 
million dollars for purchase of stock in the Land Banks and also 
some thirty million dollars to enable the Land Banks to give bor- 
rowers more time without jeopardizing the standing of their bonds. 
By 1933 and 1934, when the full effect of the depression was being 
felt in the farm mortgage and intermediate credit fields, more far- 
reaching measures were undertaken. Among these were the grant- 
ing of subsidies for the purpose of lowering interest rates on farm 
mortgages, the establishment of the Production Credit Corpora- 
tions, with the government providing the bulk of the capital, and 
the creation of the Banks for Cooperatives with the government 
supplying most of the capital and some of the loan funds. In addi- 
tion commissioner loans were provided at rates of interest below 
those commensurate with the risks involved on second mortgage 
loans of this type. As these steps were taken one after another the 
government was carried more and more deeply into the farm credit 
field, and the general attitude of the Congress, and of farmers, with 
respect to self support on the part of agricultural credit agencies 
was modified. 

The first governors of the Farm Credit Administration adhered 
to the goal of eventual borrower ownership and self support on the 
part of the agencies set up by them. The Federal Farm Mortgage 
Corporation established to provide, with Reconstruction Finance 
Corporation funds, a market for Federal Land Bank bonds, was 
intended as a temporary agency with the thought that the Land 
Banks would presently be able again to sell their bonds directly in 
the open market and charge a rate of interest which would enable 
them to handle their loans without subsidy other than that involved 
in the tax-free feature of the bonds. Congress, however, continued 
to provide for the maintenance of an interest rate lower than that 
required for servicing the bond issues and maintaining the Land 
Banks. The joint stock Land Banks, unable to maintain their 
solvency as privately financed institutions, began to lose ground 
and presently were liquidated. The general drift was toward a larger 
and larger participation by government in the business of providing 
mortgage credit for agriculture. 

Few will deny that this was a logical and necessary step under 
the conditions existing in the middle Thirties. It is evident also 
that the Land Banks will and should continue to play a larger part 
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in farm mortgage financing than they did prior to 1930. There is 
reason .to question, however, the need for continuing subsidized 
interest rates on farm mortgages into a period such as that following 
1940. If the Land Banks are to act as a stabilizing influence in the 
farm mortgage field it must be expected that their loan volumes 
will vary considerably with changing conditions in agriculture. This 
should not be regarded as a defect in their operation, and if some 
financial aid is necessary to enable them to function in that way, 
good arguments can be made for it as a socially desirable expendi- 
ture. 

For short-term and intermediate credit provided through the 
Farm Credit Administration the basic legislation contemplated a 
cooperatively owned system which would be self-supporting after 
the initial period of development. If competition of this kind was to 
be developed there seems little warrant for criticism of this pro- 
cedure since it was necessary for the new system to get established 
on a competitive basis in a field in which the commercial banks 
already had an established position. Criticism might be leveled at 
the system on the ground that credit needs of this kind were ade- 
quately met by the existing banking system. Farm groups and the 
Congress felt, however, that there was a need for additional loan 
facilities. If we accept that view the principle involved in providing 
funds which do not make a normal return in the early stages or on 
which some losses may be incurred is not substantially different 
from that which applies when a strongly financed private competi- 
tor goes into such a field. The charge of unfair competition becomes 
more significant, however, if such aid, either in the from of free 
capital or other subsidies, is continued indefinitely. This would 
imply that the cooperative system is not able to compete on even 
terms even after it is well established. In that case the justification, 
if made, must rest on other grounds such as a social gain from main- 
taining competition even at some public expense, or the stabilizing 
effect of having a network of governmentally sponsored credit 
agencies in this field of loaning activity. There may well be differ- 
ence of opinion also as to how long an initial period of public sup- 
port is reasonable and how much public support should be given. 

Whatever may be the attitude on these matters we find ourselves 
now with a comprehensive set of lending institutious presumably 
capable of meeting most of the credit needs of farmers except pos- 
sibly those of very short-term which the private banks are obvi- 
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ously well equipped to handle. There is still considerable public 
investment in nearly all of these agencies and they have come to be 
very real competitors of the private banking institutions. The initial 
step of setting up the federal agencies has been taken. The per- 
tinent questions to be raised are not whether they should be estab- 
lished but rather those relating to the basis on which they should 
operate from here on. 

It is evident that much of the emergency financing of the middle 
Thirties was desirable and in fact necessary not alone from the 
standpoint of farmer borrowers but in the interest of private bank- 
ing institutions as well. Many mortgage loans held by private 
agencies were transferred to the public agencies during that time, 
thus enabling the private agencies to improve their financial condi- 
tion and permitting farmer borrowers who might otherwise have 
lost their farms to retain possession of them. With the greatly en- 
hanced incomes arising during the present war period, many of 
these farmers have been able to put themselves in a good financial 
position such that they would be good risks for any lending agency 
whether private or public. 

The institutions established by the government have for the most 
part had both time and opportunity to become well established. 
Should they now be expected to operate on an entirely self-sup- 
porting basis and with a large measure of borrower control, or are 
there sufficient advantages in having much of the agricultural credit 
of the country handled through public agencies so that the con- 
tinuation of subsidies and special government aid are warranted? 
It can be assumed that if the agencies established through public 
action were able to maintain themselves and to secure business in 
direct competition with private agencies but without financial aid 
from the government, this would be a fairly clear indication that 
they are more efficient. If,. however, they cannot draw business 
away from the private agencies without financial aid from the 
government, consideration must be given to the advantages gained 
through support of the public lending agencies as against the costs 
incurred by the government. 

There may be warrant for repeating that neither government nor 
private enterprise is a goal in itself. These are merely two different 
ways of doing the same things. There are many examples of activi- 
ties in which the public has accepted quite generally the view that 
operation by the government is the best and most economical 
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procedure. To mention only a few, we may refer to school systems, 
road systems, police departments, tax collection, fire protection, 
care of defectives, provision of recreational areas, etc. In these 
realms the major public problem is that of improving administra- 
tion, not that of returning them to private endeavor, although 
nearly all, if not all, of them have at one time or another been pro- 
vided through private initiative. 

There are other fields in which the desirability of public action 
is more controversial. Among these are such things as electric power 
development, power distribution, credit, insurance, transportation, 
etc. 

There is a third category in which majority opinion seems defi- 
nitely to favor operation through private enterprise. Among these 
are such things as industrial production, retailing, farming, foreign 
trade, wholesaling, and many service activities. These are realms 
in which success hinges largely upon aggressive management 
which can recognize new needs, develop new products and methods, 
carry on aggressive sales programs, and deal effectively with the 
complex problems of relations with labor. 

Agricultural credit clearly falls in the middle group; hence its 
controversial nature as a field for exploitation by public agencies as 
against private. Certain problems arising out of the private man- 
agement of credit have come to be clearly recognized. Among these 
are the instability of the funds which can be loaned. Banks depend 
heavily on funds supplied by their depositors and on credit which 
they are able to create through the granting of loans that in turn 
increase bank deposits. It is an elementary consideration of banking 
that the depositor must be able to withdraw his funds when he 
wishes to do so. Hence long-term loans made with such funds are 
likely to put either the banker or the borrower, or perhaps both, 
in an awkward situation if anything happens which will cause 
general withdrawal of deposit funds. While much of the credit sup- 
plied by banks is not actually a transfer of savings deposited with 
the bank, the curtailment of this bank created credit in times of 
stress may be even more drastic than if the funds were all derived 
from deposits made by savers. As a result, banks have in the past 
tended to make mortgage loans on a rather short-term basis, much 
shorter in fact than is required for the farmer to pay off the loan. 
The borrower has thus been exposed to the risk of a demand for 
payment of his loan at a time when he neither can pay it off nor 
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get loans from an alternative source. His desire to be assured of a 
loan of long enough term to permit orderly retirement of it is en- 
tirely understandable and certainly in the public interest. Whether 
private banks can adjust their operations so as to provide this 
assurance is an open question in view of the way in which their 
loan funds are acquired or created. 

Another objection frequently mentioned is that the interest 
rates charged on commercial bank loans tend to remain much the 
same regardless of the level of rediscount rates or the rates paid on 
time deposits. I am speaking now in particular of loans to farmers. 

There has also been some tendency for borrowers to feel that de- 
cisions both as to granting loans and as to renewals are sometimes 
made arbitrarily and without due regard for the legitimate needs 
of the borrower. Ulterior motives have not always been absent. 
Concern has also been expressed that banking might come to be 
monopolistic within given communities and even over consider- 
able areas, partly through the crowding out of competitors and 
partly through general understandings reached by bankers as to 
rates of interest to be paid or collected, amounts to be charged for 
services, etc. 

There is also an understandable feeling on the part of many 
students of agricultural credit, based in part on the experience of 
the twenties, that when loan funds are abundant bankers may en- 
courage loans if the borrower has adequate security to insure pay- 
ment of the principal even though the loan may be an unsound one 
from the borrower’s standpoint. Some of these difficulties are not 
insurmountable. Others are inherent in the nature of private bank- 
ing. The most serious one is the tendency of privately managed 
credit to expand too much in periods of prosperity, thus emphasiz- 
ing booms, and to contract toc much in bad times, thus emphasiz- 
ing depressions. 

The difficulties in the way of meeting the farmers’ needs in the 
realm of mortgage loans are probably too great to be overcome by 
the regular commercial banking system, although undoubtedly 
these lending agencies will continue to make such loans in fair 
volume. It is evident, however, that a loan which is to run twenty, 
thirty, or forty years must be made from funds which will be avail- 
able to the lending agency over a somewhat similar period, or that 
the lending agency must have an assured outlet for loans which are 
on this longer-term basis. Insurance companies are, of course, well 
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suited for making loans of that kind since the amount of drain on 
their liquid funds is measurable and known for considerable periods 
ahead. There appears to be no reason why insurance companies 
cannot make farm mortgage loans on as favorable a basis as the 
Land Banks can if no substantial subsidies are involved. Actually 
many of them are meeting the Land Bank competition. 

If we turn now to the objections raised to public action in the 
farm credit field, we find them different in character. Those most 
commonly mentioned are the concealed costs involved, the possible 
effect of political pressures of one kind or another, the necessity 
under the law for uniform rates of interest regardless of the areas 
served, the possibility of a relatively high overhead, and the fear 
that the loaning procedures will be used to exert pressure in connec- 
tion with programs of other types. Since the implications of this 
brief comment are apparent, I shall not discuss it in detail. 

With this brief review of the background we can now turn to the 
specific issues under consideration. These may appear more clearly 
if we deal first with the two extremes. 

In the strictly short-term field there seems little need for dupli- 
cating the private banking structure so generally available through- 
out the country, provided the banks adapt their procedures to the 
legitimate needs of the communities, and do not introduce unduly 
monopolistic practices. These loans can be made by private banks 
for suitable terms; adequate funds can be made available through 
general credit channels; and the facilities for rediscount are such 
that the banks can protect both themselves and the borrowers. 

This conclusion can be supported, however, only if commercial 
banks make effective use of the facilities available to them to main- 
tain a reasonable volume of credit in periods of depression, and do 
not eliminate competition in the private banking field to an extent 
that a healthy competitive situation cannot be maintained. Addi- 
tional legislation, longer experience, and the guarantee of deposits 
now make it possible for private banks to follow a more constructive 
policy than they were able to do a decade or two ago. 

For these short term loans the facilities of commercial banks are 
more conveniently located and their methods less cumbersome than 
for most of the governmental credit agencies now in operation. The 
objection that interest rates are too rigid and too high may be a 
legitimate one, but if so, the difficulty can be corrected within the 
existing framework of private banking institutions and the controls 
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over them. At the same time the convenience and flexibility of the 
commercial banking system are competitive advantages that will 
probably preserve its present dominant position in this field, unless 
the government goes all out on providing a socialized credit sys- 
tem.? 

At the other extreme is the mortgage loan. Here it seems evident 
that the commercial bank has limited possibilities. It may well 
continue to make loans of abnormal types and in areas where farm 
loan associations are not available, or under conditions where the 
uniform interest rates and general regulations of the Federal Land 
Bank system do not fit the conditions. This is an appropriate field 
for life insurance companies and should be a profitable one pro- 
vided their loans are conservative and well supervised, and pro- 
vided the federal loan system is not heavily subsidized. 

How much subsidization should be continued depends upon the 
ends sought; actually on how large a part it is felt the Land Banks 
should play in the farm mortgage situation as a whole. The answer 
will be different if the Land Bank system is expected to serve as a 
neutral channel for efficient transfer of savings from investor to 
borrower than if it is intended as an instrument for management of 
the farm credit and land price situation. Certainly the original 
conception of the Land Bank system was that it would provide an 
efficient, neutral channel for transfer of funds and a means of sup- 
plying funds on terms better suited to the needs of agriculture. 
Control of land booms and depressions was not envisaged as a part 
of its function. The expansion or contraction of bank credit gen- 
erally was looked upon as a matter to be handled by the Federal 
Reserve Banks and the general banking system. This view has 
undergone some modification in recent years. 

During the 1920’s the notion of stabilizing the economy through 
credit controls gained wide acceptance. The debacle of 1930 and 
the subsequent failure of easy credit to bring about revival deflated 
many of the exaggerated claims about the power of monetary con- 
trols. During the middle Thirties, however, there was some revival 

2 Some loans made by the production credit associations are for very short 
periods, and are of a type suggested as being well suited for handling by commercial 
banks. It is evident, of course, that both the farmer and the lending agency may find 
it convenient to have the full line of production credit needed by a given borrower 
handled through one credit agency. It is to be expected therefore that production 
credit associations will continue to handle some short term loans and that commer- 


cial banks will make some loans for longer periods than are usually classed as short- 
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of interest in monetary measures. Their significance was greater in 
foreign affairs than on the domestic front. In the international realm 
monetary controls became implements of high political policy and 
were used as weapons of aggression as well as for more legitimate 
ends. Without an informed and alert public, monetary and other 
controls can be instruments for evil as well as for good. The greater 
danger in internal affairs, however, is not from consciously evil 
designs, but from well-meaning but short-sighted and unintelligent 
activities of pressure groups. 

During the middle Thirties the Land Bank and Commissioner 
Loan program became a mechanism for large and necessary expan- 
sion of credit for agriculture at a time when credit supplied through 
other channels was being contracted rapidly. The system provides 
a mechanism for checking disastrous liquidation in such times and 
has performed a great service in the decade just past. It is less ef- 
fective as a means of checking undesirable increases in land prices 
with their accompanying credit expansion. It would seem therefore 
that the Land Banks can best serve the nation’s agriculture in 
depression periods, if they follow a conservative policy in periods of 
credit expansion, and in periods of contraction seek to replace 
credit withdrawn by other agencies which are less directly con- 
cerned with the public interest. In boom times pressure should be 
exerted for liquidation and prepayment, and new loans should be 
held to conservative levels. Loans of the commissioner type should 
be provided sparingly if at all at such times, even though earnings 
of the lending agencies are reduced thereby. This is substantially 
the policy now being followed. 

Certainly it seems essential to the well-being of agriculture that a 
strong and experienced Federal Land Bank system be maintained. 
If subsidies are necessary to maintain the system in working order, 
they should be provided. However, there does not seem to be great 
need for subsidies in the farm mortgage field at the present time. 
If they are to be provided, they should be in simple form and 
clearly identified so the public can see what it is paying for the 
benefits derived. If the policy followed is that implied by the com- 
ments just made it does not seem likely that private agencies will 
find themselves eliminated from the field nor subjected to a form of 
competition that is seriously destructive to their interests. 

We turn now to the much more controversial field of middle-term 
or intermediate loans including those of the Banks for Coopera- 
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tives. Here there is no clear-cut answer. Farmers want an assured 
source of production loans running longer than 60 or 90 cays. 
Banks have usually met this need in good times. In bad times both 
banks and borrowers have been under heavy and sometimes de- 
structive pressure. 

The production credit associations have introduced certain im- 
provements such as better budgeting, payment of interest for the 
actual period of use, and more careful limitation of loans to produc- 
tive purposes. They have not, for the most part, been on a strictly 
self-supporting basis. It cannot be assumed, however, that there are 
no subsidies in the commercial banking system. As in the farm 
credit system very considerable amounts of government credit 
were put into the banking system in the 1930’s, some at a nominal 
charge as, for example, the loans and preferred stock purchases of 
the R.F.C. (some $3,300,000,000 at 3% interest) the capital sup- 
plied to the Federal Deposit Insurance Corporation ($150,000,000) 
the government guarantees on home mortgage loans and so on. In 
addition the bank’s charter is in a sense an authorization to create 
credit. Most of this aid was, however, a prop in a period of major 
financial catastrophe and somewhat comparable to the federal 
contributions to the Farm Credit Administration agencies during 
this time. With the exception of capital of the F.D.I.C. it is not 
expected to be a continuing drain on the treasury. The power of 
banks to create credit differs from a subsidy in that it does not 
have to come out of public funds. The two situations are not 
strictly comparable, and neither group of agencies can lay claim 
to an entirely independent status. The basic objective in both cases 
should be to provide a convenient and stable low cost source of 
credit with as little drain on public funds as possible, and with a 
minimum of unnecessary duplication. Credit arrangements re- 
quiring continuous subsidization should be weighed carefully with 
respect to the advantages gained as against the outlays required. 

Commercial banks have in many cases improved their procedures 
to meet the competition of the production credit associations but 
probably would not have done so had they not been forced into it. 
It seems likely that these banks are now able to provide good service 
in this field, perhaps with greater convenience to the borrower than 
can be afforded by the P.C.A.’s. Nevertheless, farmers do not want 
to be without the alternative channel provided by the P.C.A.’s, 
though they may not choose to give them enough volume of busi- 
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ness in ordinary times to maintain them on a self-supporting basis. 

A reasonable approach to this problem would seem to be that the 
P.C.A.’s should be expected to charge a rate of interest that would 
make them self-supporting (including a reasonable return on invest- 
ment) if their volume of business were comparable to that of simi- 
larly financed and staffed commercial banks. Banks would then be 
meeting a fair and reasonable competition on the lending side and 
farmers would be assured of rates and terms appropriate to a 
reasonably competitive loan situation. If, under these conditions, 
the P.C.A.’s are unable to get sufficient business to maintain them- 
selves, public aid may well be provided to keep them available and 
functioning even at some expense to the public provided farmers 
and the public feel this additional protection against exclusive 
reliance on the banks is worth the cost. The very fact that the pub- 
lic agencies are designed to aid in stabilization under emergency 
conditions implies some expectation that they will do a larger 
volume of business at some times than others. This is not, of course, 
meant as a suggestion that they should not compete actively at all 
times nor that they should not seek to make their services more 
efficient, more convenient, and more attractive to their borrowers. 
They may well come to occupy a permanent, self-supporting place 
in the credit structure. In that event there can be little legitimate 
criticism on the part of the private agencies that they are subjected 
to unfair competition. On the other hand, if the government spon- 
sored agency were to be heavily subsidized and projected into a 
field predominantly served by private organizations it might 
eventually drive them out of that field of activity regardless of 
which may be the more efficient way of performing the function. 

The situation with respect to the Banks for Cooperatives is 
similar in many respects, but is modified by an announced public 
policy of encouraging the cooperative method in handling agricul- 
tural business. Most of the cooperative loans are suitable for com- 
mercial banks, except perhaps the facility loans. 

That the Banks for Cooperatives have been able, through their 
loaning activities as well as their service and educational activities 
to make substantial improvements in the handling of cooperatives 
‘cannot be doubted. Their most distinctive field is in the provision 
of facility loans and the institution of orderly amortization, better 
book-keeping and so on. Furthermore, it is a recognized fact that 
cooperatives dealing through local banks are at times embarrassed 
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through the fact that private competitors are represented on the 
boards which pass upon their loans. 

In general it would seem that the advantages to cooperatives in 
having an assured source of loans at a competitive rate based upon 
the general money market should be sufficient to maintain a healthy 
business for the Banks for Cooperatives, especially in view of the 
additional service and educational work available to them through 
this channel.’ Many of the smaller cooperatives do not have ready 
access to low cost commercial bank loans and will continue to find 
the Banks for Cooperatives their most satisfactory source of credit. 
For some of the large cooperatives it is doubtful if the Banks for 
Cooperatives can secure their business in times when funds are 
very abundant since commercial banks will at such times provide 
funds at rates hardly above the bare costs of handling. There ap- 
pears to be no need, however, under those conditions for providing 
at public expense loan funds or capital merely for the purpose of 
meeting this competition. Here again the publicly sponsored agency 
probably should conceive of its function as in part a stabilizer 
rather than that of a continuous supplier of all of the funds used by 
the cooperatives. In view of the general approval of cooperative 
handling of farm products the service and educational features of 
these banks may well be provided at public expense. This is, in the 
main, a service not provided by the commercial banks. 

If such a criterion is used, it would seem to afford to the com- 
mercial banks a reasonable competitive opportunity while leaving 
available to the cooperative associations a dependable source of 
loans and the very real advantages of the counsel, education, and 
encouragement now provided by the Banks for Cooperatives. 

To summarize briefly the preceding discussion, the proposals 
might be stated as follows: 


1. Look to the commercial banks to serve as the principal source 
of strictly short-term credit, under conditions of real competi- 
tion among themselves. 


’ The abnormal conditions in the money market during recent years have, of 
course, made it attractive for commercial banks to seek loans based on suitably 
warehoused commodities at almost any rate of interest, thus introducing a form of 
competition that possibly cannot be met by the Banks for Cooperatives with their 
mechanism. This may, however, be a more or less temporary condition. 
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2. Maintain the Federal Land Bank system on a self-supporting 
basis in ordinary times, but keep it adequate to act as an ef- 
fective support in times of depression. If some governmental 
aid is necessary to accomplish this, supply it, but avoid 
subsidies designed to reduce the general level of interest 
rates on farm mortgage loans. In ordinary times the farmer is 
entitled to an interest rate based on the cost of funds in the 
general loan market, efficiently channeled to him, but no 
lower. Artificially low interest rates on farm mortgages tend 
to be translated into higher land values without long-term 
advantage either to the farmer or the public. 

3. For Production Credit Associations base interest rates upon 
open market rates plus charges which will support those asso- 
ciations maintaining a volume of business comparable to that 
of private agencies having similar capitalization and person- 
nel. If the volume of business is unavoidably below this level 
and some financial aid is necessary to maintain the organiza- 
tion for standby purposes, supply it provided the advantage 
of this insurance and competition is considered worth the cost. 

4. The Banks for Cooperatives may reasonably be expected to 
operate in the main on a straight competitive basis, paying 
prevailing rates of interest on their loan funds and making a 
reasonable return to the government on the capital provided 
by it. Service and educational activities designed to stregthen 
and improve the cooperative organizations may well be pro- 
vided at public expense since the public has expressed itself 
as desiring to foster the cooperative method as over that of 
individual enterprise. 

5. Special classes of government loans such as feed and seed 
loans, Farm Security loans, and non-recourse, price-support- 
ing loans, are in the main not competitive with those offered 
by the private agencies. In these cases the costs must be 
weighed against the social values resulting from the loans, but 
the problem is different from the one with which we are con- 
cerned in this discussion. 


WAGE STABILIZATION IN AGRICULTURE 


Wiiu1am T. Ham 
War Food Administration 


WO years have gone by since the passage by Congress of the 
Stabilization Act of 1942, designed to stabilize wages and 
prices. During that time much has been heard of the impact of this 
legislation upon industrial laborers and their employers. Its bearing 
upon farm labor, on the other hand, has received little attention. 

The farm wage stabilization program is of interest, not merely as 
a phase of war-time control of prices and wages, but as a demon- 
stration of the difficulties of including farm wages in any scheme of 
wage regulation. The large number of small enterprises, the wide 
variety in working conditions and in methods and amounts of pay- 
ment, the lack of representative associations of employers and 
employees able to enter into and maintain contracts, and to furnish 
representatives to wage boards, create formidable obstacles. It is 
these, undoubtedly, which have led to the exemption of farm labor 
from most existing federal legislation relating to wages and working 
conditions, such as the Fair Labor Standards Act, the National 
Labor Relations Act and the Social Security Act. 

It is worthy of note that in the few states in which farm wage 
ceilings have been established, the primary motive has been a de- 
sire, not to prevent inflation, but to eliminate certain causes of con- 
fusion and inefficiency in the farm labor market. From November 
1942, when farm wage control was placed under the Secretary of 
Agriculture, until the following August, only one wage ceiling, 
covering five counties, was established. Through this experiment 
farmers became aware that in the wage stabilization machinery 
they had a means of preventing the “spiralling” of wages, eliminat- 
ing labor “pirating” and lowering the turnover of labor. Conse- 
quently, four additional ceilings—three in California and one in 
Florida—were instituted. During the second year under the Wage 
Stabilization Act, the rapid rise of agricultural wage rates con- 
tinued. There were protests from packing houses that high farm 
wages made it impossible to keep sufficient labor in the sheds, where 
wages were prevented from rising by the War Labor Board. In some 
instances, high farm wages gave rise to requests to OPA for higher 
prices of farm products. Wage ceilings, however, were still not set 
primarily as a means of checking inflation, but only at the request 
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of producers as a means of stabilizing the labor market. Thus addi- 
tional ceilings were set in California and in Washington, Oregon, 
Idaho, Arizona and Delaware ceilings were introduced for the first 
time. In June, 1944, Congress provided that after July 1, 1944, funds 
appropriated might be used to establish farm wage ceilings only 
upon the request of a majority of the producers of a commodity in 
the area concerned. 

The removal of farm wages from the jurisdiction of the War 
Labor Board in November 1942 and the adoption of the provision 
that farm wages of less than $2400 a year were to remain free of 

‘control were justified on the grounds that 


“the general level of salaries and wages for agricultural labor is substand* 
ard, that a wide disparity now exists between salaries and wages paid labor 
in agriculture and salaries and wages paid labor in other essential war in- 
dustries, and that the retention and recruitment of agricultural labor is of 
prime necessity in supplying the United Nations with needed foods and 
fibers, and in order to correct and adjust these gross inequities and to aid 
in the effective prosecution of the war, ...”! 


Legislative Basis of the Program 


The legislative basis of the program is to be found in Section 1 
of the Stabilization Act of October 1942,? under which “the 
President is authorized and directed, on or before November 1, 
1942, to issue a general order stabilizing prices, wages and salaries, 
affecting the price of living.”” On October 3, 1942, the President 
issued Executive Order No. 9250,’ which established the Office of 
Economic Stabilization. The Director of this office was instructed 
“to formulate and develop a comprehensive national economic 
policy relating to the control of civilian purchasing power, prices, 
rents, wages, salaries, profits, rationing, subsidies and all related 
matters—for the purpose of preventing avoidable increases in the 
cost of living, cooperating in minimizing the unnecessary migration 
of labor from one business, industry, or region to another, and fa- 
cilitating the prosecution of the war.” 

In accordance with this order, the Economic Stabilization 


1 Section 4001.5b, Regulations of the Economic Stabilization Director, amend- 
ments of November 30, 1942. 

2 56 Stat. 765 (1942), 50 U.S.C. App. §961 et. seq. (Supp. ITT) as amended by 
the Public Debt Act of 1943 (57 Stat. 63 (1948), 50 U.S.C. App. §964 (Supp. ITI) 
and the Stabilization Extension Act of 1944, Pub. Law No. $83 78th Cong., 2d 
Sess. (June 30, 1944). 

37 Fed. Reg. 7871 (1942). 
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Director issued regulations on October 27, 1942, with respect to 
the stabilization of wages and salaries and the administration of the 
program by the National War Labor Board and the Commissioner 
of Internal Revenue.‘ These regulations contained no specific pro- 
visions with respect to agricultural as distinguished from industrial 
labor. 

On November 30, 1942, the regulations of the Economic Sta- 
bilization Director were amended to provide that “‘the Secretary 
of Agriculture shall have the authority to determine whether any 
salary or wage payments to agricultural labor are made in contra- 
vention of the Act or any rulings, orders or regulations promulgated 
thereunder.”> These powers, functions and duties of the Secretary 
of Agriculture were transferred to the War Food Administrator by 
Executive Order No. 9322 of March 26, 1943.° 

The regulations governing agricultural wages differ materially 
from those which relate to industrial wages. In the latter instance, 
wages were “frozen” at the point attained on September 15, 1942. 
Thereafter no wage increase might be made without the specific 
approval of the War Labor Board, except in the case of rates below 
a certain minimum, which were held to be substandard. The pro- 
gram of the War Labor Board, therefore, involves decisions whether 
changes from a given position are justifiable in terms of such stand- 
ards as the Little Steel Formula, or are necessary in order to correct 
obsolete or chaotic wage structures, or for other reasons. In the case 
of agricultural wage rates, the application of any such general 
“freeze order” encounters difficulties. These arise from the scat- 
tered and highly individual nature of farm employment, the in- 
formal and unstandardized character of farm labor contracts, wage 
rates and jobs, and the fact that on any given date many seasonal 
tasks are not under way and would therefore not be included in a 
“freeze order” of that date. At any time that might be chosen, the 
prevailing farm wage structure would be so nebulous and diversi- 
fied as to offer a very unsatisfactory basis for the administration of a 
wage stabilization program like that of the War Labor Board in 
industry. A general “‘freeze”’ would perpetuate different rates for 
the same work in the same area and, owing to the number and vari- 


47 Fed. Reg. 8748, 9206, 10024 (1942), 8 Fed. Reg. 11960, 12139, 12238, 16702 
1943), 9 Fed. Reg. 6035 (1944). 

5 Section 4001.5a, 7 Fed. Reg. 10024 (1942). 

68 Fed. Reg. 3807 (1943). 
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ety of farm enterprises, would probably be impossible to enforce. 
No general minimum, below which wage rates would be free to 
move, would be practicable, since any such minimum could not in- 
clude the numerous piece rate methods of payment. Moreover, any 
minimum applicable to California might be regarded as inflationary 
in South Carolina; thus there would have to be regional variations 
in the minima and in corresponding piece rates. 

Another difference between wage control in agriculture and in 
industry is that while, under the regulations of the Director of 
Economic Stabilization, any industrial employer who does not have 
more than eight employees is exempted,’ to apply this rule to agri- 
culture would be to exempt most farm employers. Accordingly, the 
farm wage and salary stabilization program applies to employers 
of a single employee.* A farm wage stabilization program appar- 
ently requires the determination by some authority of base rates for 
specific operations. These rates must be determined in the light of 
comparable farm rates in the area for other work of similar grade, 
comparable nonagricultural rates, the amount of perquisites in- 
volved, the farm labor supply situation, past levels and trends, 
growers’ ability to pay and other such factors. The base rate must 
facilitate the obtaining of sufficient labor and yet not be such as to 
be inflationary. 

This task is one of some complexity. Many different rates and 
methods of wage payment are to be found for the same jobs. 
Hardly any two jobs, though called by the same name, are pre- 
cisely the same. Harvest containers vary in size and weight. Com- 
pensation may be by the piece, by the hour, by the day, or by a 
combination of these. Bonus payments and the provision of varying 
amounts and kinds of perquisites complicate the situation. 


Definition of Agricultural Labor 


As usual in any program in which agricultural labor is to be 
either excluded or included, the definition of this group has led to 
debate. The regulations of the Economic Stabilization Director 
defined the term as “‘persons working on farms and engaged in 
producing agricultural commodities whose salary or wage payments 
are not in excess of $2400 per annum.””® It became clear almost im- 

7 Section 4001.16, 8 Fed. Reg. 11963 (1943). 

8 Section 1100.6 of the WFA Regulations Relative to Salaries and Wages of Agri- 


cultural Labor, October 3, 1944, 9 Fed. Reg. 12117. 
* Section 4001.1(1), 7 Fed. Reg. 10024 (1942). 
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‘mediately that this definition was too narrow, especially by con- 
trast with the much broader definition of agricultural labor con- 
tained in other existing legislation. For example, the phrase “work- 
ing on farms” raised the question why a person in charge of a 
chicken hatchery on a farm should be under the jurisdiction of the 
War Food Administrator, while if he were running a similar estab- 
lishment not on a farm he would be under the War Labor Board. 
Moreover, the reference to “salary or wage payments in excess of 
$2400 per annum” was ambiguous. Were total annual earnings 
referred to or a rate of payment per year? Many seasonal agricul- 
tural workers whose annual earnings do not amount to $2400 a 
year are paid for short periods at rates which, if extended to the 
entire year, would bring them above the $2400 level. Why should 
such seasonal workers be subject to the War Labor Board rather 
than the Secretary of Agriculture? 

On December 9, 1943, the Economic Stabilization Director 
amended the wage and salary regulations to provide that’® “the 
term agricultural labor shall mean persons who are employed in 
farming in any of its branches, including among other things the 
cultivation and tillage of zhe soil, dairying, the production, culti- 
vation, growing and harvesting of agricultural or horticultural 
commodities and the raising of livestock, bees or poultry: Pro- 
vided, however, that the term ‘agricultural labor’ shall not include 
any person whose salary payments, exclusive of bonuses and addi- 
tional compensation and without regard to the contemplated ad- 
justment, are at a rate, computed on an annual basis, which ex- 
ceeds $5,000.00 per annum.” 

Since this revision of the definition, difficulties have most fre- 
quently arisen regarding the classification of packing house workers 
and those engaged in hauling agricultural commodities, activities 
which, as nonagricultural, are under the jurisdiction of the War 
Labor Board. Many farms have packing houses, of varying size, 
the workers in which may be engaged part time at picking or other 
strictly agricultural activities. Hauling is frequently done by the 
farmer’s own employees, often working in crews so that the actual 
driving is only a part-time occupation and payment for the work is 
on a crew basis. 

Determination of jurisdiction in such cases is in the hands of an 
interagency committee. In case of disagreement, decision is given 

10 Section 4001.1(1), 8 Fed. Reg. 16702 (1948). 
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by the Director of Economic Stabilization. It is now the rule that 
an employee engaged in packing agricultural commodities may not 
be classified as agricultural unless his packing activities are clearly 
incidental to his agricultural employment, are carried on in rela- 
tion to commodities produced by his agricultural employer, and 
are performed in a packing establishment employing not more 
than eight persons. The hauling of agricultural commodities to a 
place off the farm has been classified as industrial labor. Neither 
of these decisions has proven satisfactory to agricultural pro- 
ducers since thereby many operations locally regarded as farm 
work are classified as nonagricultural. As a consequence, in some 
instances, wage control is altogether out of the question, due to 
the fact that the employer has fewer than nine employees, and is 
thus exempt from War Labor Board regulation. In other cases in 
which the War Labor Board can act, farmers find it exasperating 
that, in dealing with one group of employees, such as potato har- 
vesters, they should have to negotiate with two federal agencies. 

The wage stabilization program has two phases, one of a general 
character, relating to agricultural labor in all parts of the United 
States (excluding territories and possessions), and the other apply- 
ing only to such specific crop operations, employers and laborers 
as the War Food Administrator may designate. Both these phases 
are covered by the so-called “General Regulations,’ first issued 
by the War Food Administrator on January 17, 1944, and subse- 
quently amended. The “Specific Wage Ceiling Regulations’ of 
January 20, 1944, relate solely to the second phase. 


The General Regulations 


Under the General Regulations, farm wages may not be in- 
creased to a rate of more than $200 a month without the approval 
of the War Food Administrator. Up to that point, they may be 
increased at will. In the case of discontinuous seasonal work, if an 
employer paid at a rate higher than $200 a month during the year 
prior to December 9, 1943, he may continue to pay the same rate 
for the same work under similar conditions. 

Approval of increases to rates in excess of $200 per month is 
granted on grounds similar to those laid down by the War Labor 


11 Regulations Relative to Salaries and Wages of Agricultural Labor, 9 Fed. 
Reg. 655 (1944). 
12 9 Fed. Reg. 831 (1944). 
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Board,—viz. in cases of promotion or reclassification, merit in- 
creases, operation of an established plan, increased productivity 
and so forth." Up to October 1944, incomplete records showed 563 
applications for approval of farm wage or salary increases, involv- 
ing some 930 job classifications and at least 23,000 workers.“ 
More than half the applications came from California, sixty-three 
from Washington, and 16 from Illinois, next highest on the list. 
In many states, obviously, farmers were unaware Of, or indifferent 
to, the regulations. About two-thirds of the applications had to do 
with supervisory or managerial jobs, about ten percent with 
clerical positions, a slightly greater number with automotive and 
mechanical operations and maintenance jobs and the rest with 
field labor. 

The chief difficulty in administering the General Regulations has 
been the problem of determining the limit below which wages might 
be raised at will. This was originally stated as $2400 a year. There 
is ground for supposing that this figure was regarded, not as a rate 
of pay, but as total earnings during a period of 12 months. The 
regulations of the Director of Economic Stabilization recognized 
that the wages of agricultural labor were substandard. Accordingly, 
any farm worker whose annual earnings were below $2400 was to 
be left free to better himself. As an additional guarantee of flexi- 
bility, in the first regulations issued by the War Food Administra- 
tor, it was provided that “in individual cases salary or wage pay- 
ments may be more than $200 a month, or the equivalent rate, for 
not exceeding sixty days in any one year, if the aggregate wage or 
salary payments to the laborer from all sources of employment 
as an agricultural laborer are not more than $2400 for that year.”® 
This provision proved unworkable and was later discarded. 

Like the 60-day period of grace, the concept of total annual 
earnings also proved to be a stumbling block. Often it was out of 
the question for an employer to determine the total annual earn- 
ings of an employee. This was particularly true in the case of sea- 
sonal workers, who were engaged by a succession of employers for 
short periods at different jobs. Yet it was precisely the wages of 


18 Section 4001.10 of the Regulations on Wages and Salaries of the Economic 
Stabilization Director. 

4 Frequently applications are inexact as to the number of workers affected there- 
by. These figures do not include individual adjustments under the wage ceilings. 

% WFA Regulations relative to Salaries and Wages of Agricultural Labor, 
January 17,1944, Paragraph 1100.9. 
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such workers that were most likely to require control. Moreover, 
even if it were possible for an employer to determine total earnings, 
the result would have been chaos, for by this standard two em- 
ployees might receive different wages, for doing the same work, pro- 
vided that one had earned $2400 during the specified twelve- 
month period while the other had not. 

Enforcement, it appeared, depended upon the $2400 being re- 
garded, not as total earnings, but as a rate of pay which, in making 
increases, was not to be exceeded without approval. But this raised 
a new set of difficulties. What did a rate of $2400 a year mean in 
terms of other periods of employment and methods of payment? 
Were workers to be limited to $200 a month, despite the fact that 
many seasonal employees, unemployed for a good part of the year, 
worked for short periods at rates in excess of $200 per month? 
What about hourly rates and the length of the working day? A 
working period of 9 hours per day and 24 days per month would 
permit an hourly rate of 92 cents but if a man worked 12 hours per 
day he could earn only 70 cents per hour and still stay below the $200 
standard. And what about piece rates? How were workers capable 
of varying degrees of performance to be paid the same piece rate 
and yet stay within the prescribed monthly, daily, or hourly rate? 
If piece rates were to be equated with hourly rates, how was the 
incentive element to be maintained? 

These questions, needless to say, have not all been answered. In 
California and Washington, the rate of 85 cents per hour, calcu- 
lated on the basis of a nine-hour day and twenty-six day month, 
has been set as the equivalent of $200 a month, the point above 
which increases may not be made without approval. As regards 
piece rates, the aim has been to stabilize them in terms of aver- 
age earnings under normal conditions on the part of an average 
worker, without limiting total earnings and destroying the in- 
centive feature. It seems clear if piece rates are to be controlled, 
reliance must be placed upon the specific wage ceiling program 
rather than upon the General Regulations. During the first two 
years under the Stabilization Act, the control of seasonal farm rates 
has been very defective. 


The Wage Ceiling Program 


Under the second phase of the wage stabilization program, the 
War Food Administrator may establish maximum rates in specified 
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areas for specific crop operations such as milking, picking apples, 
or baling hay. More than this maximum, regardless of existing 
contracts, an employer may not pay without securing approval. By 
direction of Congress, since July 1, 1944, the Administrator may 
establish such a ceiling only upon the request of a majority of the 
producers of the commodity in question in the area concerned. 
Authority to hold hearings, to make recommendations as to pro- 
posed ceilings, and to administer the program in an area after a 
ceiling order has been issued by the Administrator, is delegated to 
State WFA Wage Boards. These boards may also make adjust- 
ments permitting individual producers to pay higher rates than 
those permitted under the ceiling order. Investigation of alleged 
violations of the orders is also a responsibility of the State WFA 
Wage Board; prosecution of such cases may either be handled by 
the board itself or by the Office of the Solicitor. The boards in Cali- 
fornia, Washington, Oregon and Idaho have authority to deal with 
applications for salary or wage increases under the General Regu- 
lations. 

The State WFA Wage Boards are generally composed of five 
members, with an alternate for each; at least a majority of the 
members must be federal employees. Members of the board, with 
alternates, are appointed by the Director of the WFA Office of 
Labor upon the suggestion of the State Extension Director. Mem- 
bers are drawn from such agencies as the Agricultural Adjustment 
Administration, the Forest Service, the Soil Conservation Service, 
the Extension Service, the State Department of Agriculture, the 
State College, etc. Tripartite boards, like those of the War Labor 
Board, composed of representatives of employers, laborers and the 
public, have not been thought practicable in agriculture. 

Specific wage ceiling orders are issued by the War Food Admin- 
istrator upon recommendation of a State WFA Wage Board, after 
certification by the board that a majority of the producers of 
the commodity concerned, in the area affected, desire the War Food 
Administrator to take such action." Prior to making its recommen- 
dations, a board is required to hold a public hearing with full op- 
portunity for all interested persons to testify. Every effort is made 
to secure the appearance of workers as well as of their employers. 
A transcript of the testimony is sent to Washington, along with the 
recommendations of the board as to the crop operations in connec- 

6 Section 1100.8, 9 Fed. Reg. 12119 (1944). 
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tion with which wages are to be stabilized, the counties concerned, 
the rates to be set as maxima, etc. The War Food Administrator is 
not bound by the recommendations of the board, but as a matter of 
practice, such recommendations have been closely followed. 

The first specific wage ceiling was established in connection with 
the cutting of asparagus in central California in April 1943. Wages 
of Filipino cutters had risen to levels that permitted average earn- 
ings of from $18.00 to $20.00 per day.’” Pirating of labor by one 
producer from another was common. Time spent by laborers in 
running down rumors of high wage rates was a frequent source of 
complaint. With some hesitation, the California Wage Board re- 
commended the imposition of maximum wages which would con- 
stitute a “roll back’’ of the relatively high rates being paid. The 
order embodying these recommendations was accepted by the 
workers as soon as they became convinced that it was of official 
character and not merely some chicanery on the part of the growers. 
As a result, many asparagus producers who would have been un- 
able to harvest their crops at the high rates prevalent early in the 
season were able to continue. Labor pirating ceased. The 1943 
harvest season, which had begun with numerous labor disputes, 
ended quietly.'® 

The beneficial effects of the asparagus wage program were noted 
by growers of other commodities. Producers of tomatoes, raisin 
grapes, and cotton in California requested similar action. Wage ceil- 
ings were established for the harvesting of these crops over a wide 
area. An order setting maximum wages for orange, grapefruit and 
tangerine pickers in Florida appeared in November 1943. 

Since April 1943, there have been forty-three specific wage ceil- 
ing orders, of which 24 have appeared since July 1, 1944, when it 
became necessary for a majority of producers to request the inter- 
vention of the Administrator. In November 1944, thirty-seven 
orders were in effect. Of these seventeen apply to California, four 
to Oregon, eight to Washington, five to Idaho, and one each to 
Arizona, Florida and Delaware. State WFA Wage Boards have also 
been appointed in Texas, New Jersey, Colorado, Maryland, Michi- 


17 Metzler, William H., Analysis of the Operation of the Wage Ceiling in the 
Asparagus Industry, Sacramento-San Joaquin Delta, 1943. (Bureau of Agricul- 
tural Economics, Berkeley California, October 1948, mimeographed) p. 15. 

18 Metzler, William H., Analysis of the Operation of the Wage Ceiling Order for 
Harvesting Cannery Tomatoes, California, 1943 (Bureau of Agricultural Economics, 
Berkeley, California, May 1944; mimeographed) p. 5. 
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gan, and Illinois but no wage ceilings have been established in 
these states. Crop operations in connection with which wages 
have been stabilized include the picking of apples, cherries, apri- 
cots, lemons, pears, peaches, citrus fruit, hops, blackberries, can- 
ning tomatoes, raisin grapes, peas, potatoes and cotton; the dry 
pack harvesting of lettuce; the topping and loading of sugarbeets; 
the cutting and packing of asparagus; the mowing, raking and 
baling of alfalfa hay; the cutting of peaches, and the thinning and 
spraying of apples. In the Los Angeles milkshed, a ceiling regulates 
increases in the wages of milkmen, machine operators and milk- 
house can-men in dry-lot dairies. 


Difficulties of a Wage Ceiling Program 


The difficulties that must be overcome in devising an effective 
wage ceiling program are both technical and administrative. Within 
the framework set by competitive industrial wage rates, the State 
WFA Wage Board, in setting the maximum rates for an agricul- 
tural occupation, must take into account (a) competitive opera- 
tions on other crops, either in the area or in regions near enough 
to compete for labor, and (b) interrelated operations in the same 
crop. The aim must be to equalize earnings in such a way as not 
to place growers of any essential crop at a disadvantage in securing 
labor. Nor must any necessary operation be rendered unattractive 
to labor. 

In California in 1943, the ceiling rate for picking raisin grapes, 
which speedily became the prevailing rate, permitted such high 
earnings that there was a shortage of men to turn, roll and stack 
the raisin trays in the vineyards. Moreover, the maxima set for 
picking Thompson Seedless grapes were alleged to be imperfectly 
adjusted to those for picking the Muscat variety, with the result 
that in some vineyards, the latter remained on the vines.'® The 
labor supply was adequate for harvesting both sorts, but workers 
preferred to remain idle rather than work at the rates specified for 
Muscats. In prospect it was feared that the lack of control over 
wages and prices in the wine and table grape industries would 
endanger the wage program in raisin grapes and tomatoes. The 
favorable labor situation, however, made wage competition un- 


19 Metzler, William H., Analysis of the Operation of the Wage Ceiling on Picking 
Sundried Raisin Grapes; California, 1943, (Bureau of Agricultural Economics, 
Berkeley, California, March 1944, mimeographed) p. 23. 
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necessary and thus eliminated what otherwise might have been an 
insuperable obstacle. Certainly wage control without price regula- 
tion is a project not lightly to be undertaken. 

In writing a ceiling order, a board is torn between the desire to 
achieve a simple straightforward statement, which not even the 
most suspicious worker will be able justifiably to regard as a cloak 
for the manipulations of producers, and the necessity of taking into 
account the extreme variety met with in agricultural operations, 
even on “factory farms.” Rates frequently vary with crop varieties, 
with variations in yield and with different pickings, not to speak 
of the condition of the field, the nature of the housing or other 
facilities offered by the grower in addition to wages, and the re- 
moteness of the farm from sources of labor supply. In the Cali- 
fornia peach area, for example, there are several varieties which 
mature at different times and have varying yields. Orchards are of 
varying age, with trees of different size. Moreover, the fruit may 
go to the cannery, the dryer or the fresh market, and thus may bring 
varying prices, affecting the ability of a producer to meet condi- 
tions under a wage ceiling. Even in the Los Angeles “‘dry-lot”’ dairy 
area, where operations are probably more factory-like than any- 
where else in the country, a major difficulty of the wage stabiliza- 
tion program has been the lack of standardization of the tasks per- 
formed by the milkers and canhouse men, hardly any two of whom 
receive wages for precisely the same work. 

Inflexibility of the wage structure, such as the setting of a single 
flat rate without regard to variations in the conditions of work, 
even if it does not wreck the program, favors the grower with large 
acreage and most favorable conditions over the small or marginal 
producer. The only alternative to a flexible wage schedule is an 
effective scheme for granting liberal adjustments in the base rate, 
as a feature of the administration of the wage order. 

Out of this necessity of permitting the payment of wage rates 
higher than those specified as maxima arise some of the chief diffi- 
culties of a wage ceiling program. No matter how detailed the 
schedules relating wage rates to crop variety, yields, number of 
pickings, and other conditions of work, a ceiling order cannot fit 
all circumstances. Accordingly, the State WFA Wage Boards have 
authority to make adjustments in cases of hardship. Since such 
cases can be decided only on a basis of fact not readily to be ascer- 
tained at state headquarters, boards rely upon local individuals or 
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groups to appraise the validity of applications for special considera- 
tion. The aim is to secure equalization of earnings so that a grower 
whose yield has been lowered by bad weather or the condition of 
the soil, whose trees are exceptionally large or old, whose location is 
remote from sources of labor supply, or whose acreage is so small 
and equipment so inferior that he is at a disadvantage in securing 
labor, may be on a basis of equality with other growers in caring for 
his crop. At the sanie time, the laborer is not forced to choose be- 
tween idleness or employment under conditions which make normal 
earnings impossible. 

' Administration of the “adjustment” feature, obviously, can 
make or break a wage program. Carried out in a responsible man- 
ner, it can compensate for the omission of many items that should 
have been covered in the wage order itself. Irresponsibly adminis- 
tered, the adjustment feature can destroy any semblance of control. 
Experience of the past iwo years has demonstrated, however, that 
the chief danger is not mere irresponsibility. Growers of repute have 
shown themselves highly cooperative and conscientious in carrying 
out the tasks of the adjustment committees. The chief difficulty 
relates, rather, to a mistaken notion that the purpose of wage 
stabilization is merely to keep wages down, to “hold the line,” to 
prevent anybody, for any reason, from paying more than the ceiling 
rate. Such practice, of course, is unfair both to the grower with ex- 
ceptional conditions, and to the laborer who works for him. In some 
cases, it is adopted merely as a means of resisting any rise in wage 
rates, regardless of conditions; in others it is due to a desire to 
achieve effective enforcement. The first of these grounds, is of 
course, in conflict with the principles of wage stabilization; the 
second is based upon a misconception. As a matter of fact, a rigid 
adjustment policy is likely to lead to widespread evasion of the 
terms of the wage order, by such means as paying workers for more 
fruit than was actually picked, giving them gasoline or paying 
them for unused transportation facilities. A liberal policy of grant- 
ing adjustments, on the other hand, when coupled with zeal in as- 
certaining the facts on which applications for adjustments are based 
is much more likely to lead to effective enforcement. 

The inclusion of labor representatives as members of the local 
adjustment committee, although generally recognized as desirable, 
has not been common practice. A committee like that in the Marys- 
ville, California, peach area, on which the four labor members, 
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equal in number to the grower representatives, were selected by a 
mass meeting of the pickers, is exceptional. Growers frequently ob- 
ject to such procedure as likely to lead to the organizing of labor 
unions. Selection of labor representatives by agents of the State 
WFA Wage Board, or by the grower members of the adjustment 
group, is open to objection on other grounds. Accordingly, most 
adjustment committees are without labor representatives, or at 
best, have oniy the assistance of a labor contractor, who is assumed, 
often, no doubt, erroneously, to have the point of view of the work- 
ers. This situation is due, not primarily to grower opposition, but to 
the difficulty of finding competent worker representatives, to the 
reluctance of workers to serve on such committees because of a 
feeling of being at a disadvantage in dealing with growers man to 
man, to unwillingness of workers to lose working time in order to 
serve as committeemen and to mere apathy. Similar difficulties 
have been encountered in securing the attendance of labor repre- 
sentatives at public hearings. 

Organized opposition on the part of laborers to the maintenance 
of ceiling rates, once established, has occurred in only one instance. 
In this case, which took place at Orlando, Florida, in November 
1943, the resistance offered by a local union of citrus pickers and 
packing house workers was of short duration. In California, a CIO 
Council condemned the WFA Wage Boards as “‘the illegitimate off- 
spring of an unholy alliance between the corporate farm interests 
and a susceptible Congress.’®° This attitude, however, has not 
been that of the farm workers themselves. Local Union No. 737 
(A.F. of L.) of Hay Haulers, Dairy Employees and Helpers, which 
claims to have eighty-one unionized dairies under contract in the 
Los Angeles metropolitan milkshed, has cooperated in the wage 
ceiling program for dairy workers in that area. 

Enforcement under the wage ceiling programs involves investiga- 
tion of alleged violations of the ceiling order by the county com- 
mittee or by an agent of the State WFA Wage Board. If evidence 
indicates that a violation has occurred, the state board is notified. 
The grower in question is then asked either to appear before the 
state board or before a representative of the Office of the Solicitor. 
If the violation is substantiated, recommendations are made to the 
Director of Labor. The Stabilization Act of 1942 authorizes a crim- 
inal penalty, in the form of a fine of not more than $1000 or im- 

20 Letter to California WFA Wage Board, June 30, 1944. 
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prisonment for not more than one year, and an administrative 
sanction, the threat of which appears to have been very effective. 
This sanction provides that any wage or salary payment made in 
contravention of the regulations shall be disregarded by govern- 
mental agencies in determining the costs or expenses of any employ- 
er for the purposes of calculating income tax deductions or in con- 
nection with any contract made by or on behalf of the United 
States.2! Up to November 1944 only one case, that of a violation of 
the Florida citrus order, had been carried to the point of imposing 
penalties. To secure compliance with the wage ceiling.regulations, 
emphasis has been placed upon the cooperation of grower associa- 
tions and upon educational work. 

Since July 1, 1944, the necessity of securing the approval of grow- 
ers before instituting a wage ceiling has materially influenced the 
nature and scope of the program. In states in which wage ceilings 
were already familiar, their extension has been impeded because of 
inability to impose wage controls upon growers of competing crops. 
Flower producers, in some areas, for example, by offering the high 
wages which the high prices of their luxury products permit, may 
draw from the fields the workers necessary for the harvesting of 
essential crops. Without their consent, however, no wage ceiling can 
be imposed upon the flower producers. A similar situation is to be 
found in the case of the wine-grape growers in California, who can 
hardly be expected to ask for a wage ceiling which would tie their 
hands in competing for labor with the producers of other crops. In 
this state, too, the necessity of securing majority approval has in- 
creased the difficulties of controlling wage rates, for early season 
operations, which are of importance, not only in themselves, but 
because they set the level for the harvest rates later on. Pruning, 
for example, involves so many producers of so many different crops 
that the purely mechanical task of ascertaining grower opinion, as 
well as the cost of such an extensive canvass, appears prohibitive. 

In states unfamiliar with wage ceiling procedure, the necessity of 
securing approval has impeded the educational process, since no 
object lesson, even of the most modest proportions, can be under- 
taken except upon the request of 51 percent of all growers, large and 
small, in the area under consideration. Even more important, how- 
ever, is the fact that under present arrangements, it is difficult to 
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prevent high wages from leading to demands for high prices, with 
the inevitable inflationary aftermath. Although wage ceilings would 
undoubtedly ke effective in checking rising labor costs, farmers are 
unlikely to destroy voluntarily their best argument for price in- 
creases. 


Significance of the Program 


In assessing the significance of the farm wage stabilization pro- 
gram, it is clear that the measures discussed in this paper have 
thus far had little effect in stabilizing agricultural wages. On Octo- 
ber 1, 1944, the index of farm wages in the United States was 95 
percent higher than on the same date in 1941, and 17 percent higher 
than on October 1, 1943. The margin allowed for increases under 
the regulations of the Economic Stabilization Director, viz. up to 
$2400 per year, is so wide as compared with the average annual 
earnings of farm workers during the pre-war period, that by this 
criterion it is unlikely that farm wages as a whole have yet risen 
from their “substandard” status. In the case of those harvest 
wages which have clearly passed this point, if ever they were below 
it, we have seen the difficulty of securing control either through 
the “General Regulations,” with the necessity of applying an un- 
suitable standard of $2400 a year to highly variable piece and time 
rates, or through wage ceiling programs, which must have the ap- 
proval of a majority of producers. If farm wages are to be stabilized 
at any level, this requirement will have to be removed; there will 
have to be a vastly expanded educational program; and the influ- 
ence of unstabilized competitive rates not now under the control of 
the Administrator—such as those for hauling—will have to be 
neutralized. 

On the other hand, it is clear that, limited as the stabilizing ef- 
fects, over the nation as a whole, of the wage stabilization program 
have been, the advantages to producers in the limited areas where 
the wage ceiling procedure has been adopted, have been consider- 
able. In these areas, undoubtedly, many of these advantages are 
to be attributed in part to the effects upon the labor supply of 
the foreign labor program, the farm placement activities of the 
Extension Service, and the use in agriculture of prisoners of war. 
Wage stabilization, however, brought about a material saving to 
producers on the wage bill, through prevention of wage spiralling 
and wage competition. It stabilized the working force on farms. 
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Pirating was eliminated. Output per worker was increased. Larger 
amounts of food and fiber were harvested than would otherwise 
have been possible with a reduced labor supply. At the same time, 
in these areas, farm laborers were not placed at a disadvantage. In 
most cases, wage rates were so high before wage ceilings were es- 
tablished, that even under the ceilings, earnings were exceptional. 
It is to be hoped that the system of wage boards and of local ad- 
visory committees which has been developed in the wage ceiling 
program may leave behind it some disposition on the part of grow- 
ers and workers, on the Pacific Coast and elsewhere, to work out 
methods of improving the unsatisfactory labor relations of the 
past. If this should prove to be the case, the farm wage stabiliza- 
tion program will have a significance far greater than that repre- 
sented by its contribution to wartime control of wages and prices. 


REGIONAL RESEARCH IN AGRICULTURAL 
MARKETING* 
Knote ByorKa 
Bureau of Agricultural Economics 

COOPERATIVE approach to research in marketing and in 

some other agricultural fields has been greatly expanded in 
recent years. This involves joint or coordinated studies among agri- 
cultural experiment stations located in the same region, either with 
or without participation of the United States Department of Agri- 
culture, or other research agencies. 

This article will describe how some of the regional studies are 
organized and how the work is carried on. Research in the market- 
ing of farm products will be emphasized, but brief reference will 
also be made to regional research in land tenure and in farm struc- 
tures. Attention will also be called to some of the advantages of 
regional research, and to some of the problems that are likely to 
arise when conducting research on this basis. 

In introducing this discussion, it seems worth while to review a 
few of the highlights in the development of agricultural research in 
the United States during the last half-century, particularly those 
steps which have brought about a fuller appreciation of cooperative 
effort in the solution of problems of regional or national significance. 

The Act of Congress of March 2, 1887 (Hatch Act) providing for 
the establishment of an agricultural experiment station as a de- 
partment of the land grant college in each State and territory con- 
tains the following significant statement: ‘““That it shall be the ob- 
ject and duty of said experiment stations to conduct—tresearches 
or experiments bearing directly on the agricultural industry of the 
United States as may in each case be deemed advisable, having due 
regard to the varying conditions and needs of the respective States 
and Territories.” 

With this charter to guide them it was logical that each State 
should develop a research program around the most pressing prob- 
lems confronting the agriculture within its boundaries. It was in- 
evitable, however, that problems would arise which cut across 
State lines and which could best be met by a unified attack by a 
number of stations with a common interest in their solution. 


* The author gratefully acknowledges the assistance of Erwin C. Elting, Office 
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For example, as early as 1898 at the annual meeting of the Asso- 
ciation of American Agricultural Colleges and experiment Stations, 
a committee was established to carry on the cooperative work of 
testing the several varieties of peaches in the various sections of 
the United States. Among other provisions governing this project, 
each station was to pay for its own trees. The results were to be 
written up by the committee, approved by the association, and 
published by the Department. A report of this committee a year 
later showed that 13 State stations representing all sections of the 
country had entered into this cooperative undertaking. Thus we 
find an early example of a number of States and the Federal De- 
partment joining to accomplish an objective that could not have 
been done effectively by any single agency. 

Another cooperative undertaking that involves close Federal- 
State cooperation is the work in cereal research. This work started 
near the turn of the century, extended to all important cereals in 
all parts of the country, and has continued to the present with ever- 
increasing effectiveness. It would be hard to overestimate the value 
of this work which has continued without interruption over a long 
period and under which many of the best features of Federal-State 
and interstate relationships have been developed. 

The history of cooperative research in the United States Depart- 
ment of Agriculture State Experiment Station system is closely 
allied with the activities of the Comittee on Projects and Correla- 
tion of Research. This committee was authorized and appointed 
at the 27th Annual Convention (1913) of the Association of Land 
Grant Colleges and Universities. It consisted of three representa- 
tives from the State stations and three from the Department of 
Agriculture, each serving 3-year terms. Many of the recommenda- 
tions of this committee over the years,! as translated into action 
have become milestones of progress in agricultural research. 

Research in marketing made a rapid growth following World 
War I. Recognition of the need for intensifying this phase of 
agricultural research was reflected in the provisions of the Purnell 
Bill which was first introduced in Congress in 1921 and finally 
enacted on February 25, 1925. This act, which authorized the more 
complete endowment of agricultural experiment stations, specifi- 


1 Twenty-four-year record of the Committee on Projects and Correlations of 
Research-Proceedings of the 51st Annual Convention of the Association of Land 
Grant Colleges and Universities, pp. 275-278. 
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cally provided among other things for research on the distribution 
and marketing of agricultural products. 

The passage of this bill provided a powerful stimulus for research 
in the field of agricultural economics and also for closer cooperative 
effort between the Federal Department of Agriculture and the 
State experiment stations. Within two months after the passage 
of the bill, administrative officers and investigators of the Depart- 
ment and the State experiment stations met in St. Louis, Missouri, 
to plan for the effective use of the Purnell funds and for the promo- 
tion and development of cooperative work between the State sta- 
tions and the Department. 

The St. Louis Conference selected six national projects as fol- 
lows: 

1. Distribution and marketing of farm products. 

. The problem of surpluses of farm products. 

. Vitamin content of food in relation to human nutrition. 

. Rural home-management studies. 

. Rural social organizations and agencies essential to a perma- 
nent and effective agriculture. 

6. Factors influencing the production and quality of meats. 

The conferences authorized the Executive Committee to ap- 
point special subject matter committees to formulate project plans 
to be submitted to the several States with a view to their adoption 
in a Nation-wide program of cooperative research. 

The results of this conference marked the beginning of a new era 
in Federal-State relations in agricultural research. Now, well over 
one thousand separate research undertakings are covered by me- 
moranda of understanding between various bureaus of the Depart- 
ment and the several State experiment stations each year, providing 
for coordinated attack on many different problems. 

The passage of the Bankhead-Jones Act in 1935 introduced a 
new phase in cooperative research effort. Title I of this Act, in 
providing for further research by the Department and the State 
stations, specified that approximately one-fifth of the total annual 
appropriation should be used for the establishment and mainten- 
ance of research laboratories and facilities in the major agricultural 
regions, and for the prosecution of research at such laboratories. 
This provision fulfilled the growing recognition among research 
administrators that a part of the public funds for agricultural re- 
search should be set aside for cooperative work. 
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The nine regional laboratories that have been established to date 
include at least two in each of the four major regions of the United 
States. These laboratories have developed new patterns in coopera- 
tive effort. The director of the laboratory serves as the adminis- 
trative officer in carrying out the research program formulated 
jointly by representatives of the Department and the State sta- 
tions of the region. 

The regional approach to research by experiment stations, first 
undertaken by the New England Research Council, has been es- 
pecially pronounced during the last 5 years. For example, in 1939 
the directors in the North Central States, at a meeting of their 
regional association, approved the formation of a regional commit- 
tee for the study of livestock marketing and another regional com- 
mittee for the study of the marketing of poultry and eggs. Two 
years later, committees for the regional study of land tenure were 
formally organized in both the North Central States and in the 
Southwestern region. Steps to organize regional studies of farm 
structures were taken by the North Central Directors Association 
in the spring of 1944. At the annual meeting of the American So- 
ciety of Animal Production in the fall of 1944, considerable time 
was devoted to discussion of regional research in animal production. 


New England Research Council 


The New England Research Council on Marketing and Food 
Supply has had considerable experience in regional research. It was 
formed in April 1922 for the purpose of stimulating and coordinat- 
ing studies of economic problems connected with the supply of food 
and other agricultural products of New England.? The constitu- 
tion of the council provides that membership be composed of repre- 
sentatives of institutions and agencies actively engaged in prosecut- 
ing such economic studies. Each institution or agency selects its 
own representatives on the council, but in any formal vote each 
institution has but one vote. The Department of Agriculture, 
State Departments of Agriculture, colleges, universities, and other 
public or semi-public institutions engaged in research are eligible 
for membership in the council provided they actively participate 
in an approved research project. The council does not confine its 
activities to research, however, but gives attention also to putting 


2 Corbett, R. B., The New England Research Council in Marketing and Food 
Supply, 1937. Processed. 


P 
A 
t 
a 


REGIONAL RESEARCH IN AGRICULTURAL MARKETING 125 


the findings of research into effect, and to formulating agricultural 
policy. 

The chairman of the council is chosen from its own members. 
An executive secretary, employed jointly by the Bureau of Agricul- 
tural Economics and the council, keeps records of the different proj- 
ects undertaken and is custodian of such materials and records as 
are gathered. He also engages actively in research in cooperation 
with one or more of the experiment stations in the region. The 
council has a steering committee of six members, one from each 
State. This Committee works closely with the executive secretary. 
Other committees for directing research on special studies are ap- 
pointed. The council is advisory only and does not attempt to con- 
trol the activities of its members. Two regular meetings of the 
council are held each year, and special meetings are called as seems 
advisable. 

Much of the accomplishment of the New England Research 
Council has been through the use of committees composed of repre- 
sentatives from the various States interested in particular commodi- 
ties or problems. Such committees have outlined the economic re- 
search to be undertaken for practically all of the chief commodities 
in New England. Milk is the most important agricultural product; 
therefore, it has received more attention than any other. A number 
of studies have been completed, the reports of which have been 
issued by the stations at which the major work was carried on. 
Each report is numbered in the regular bulletin series of that sta- 
tion and carries a statement on the cover page to the effect that it 
is a contribution to the regional program of research sponsored by 
the New England Research Council of Marketing and Food Supply. 

The New England Research Council has taken the initiative for 
improving many of the service functions of official agencies in the 
region. In its early period it sponsored outlook work in New Eng- 
land, and took part in improving the agricultural census. 

The council has coordinated the collection of statistics in order to 
improve their comparability. Data for use in studying milk market- 
ing in the region are now collected on a uniform basis in all of the 
States. Considerable work has been done to obtain uniformity in 
the data relating to eggs. This has assisted research staffs in study- 
ing egg quality and prices. Other work of this nature has been 
sponsored by the council. The results have not only helped to im- 
prove the quality of the current information but have also served 
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as a basis for developing more reliable statistics for use in research 
studies. 


Corn Belt Livestock Marketing Research Committee 


The possibility of a group of agricultural experiment stations in 
the Corn Belt region conducting research in livestock marketing 
jointly or in some coordinate way was suggested several times dur- 
ing the period beginning about 1920. It was at the spring meeting 
of the North Central Experiment Station directors in 1939 that 
the regional research program in the marketing of livestock and 
livestock products was decided upon. The directors authorized the 
appointment of one from each State to constitute a committee 
whose function would be the consideration of an integrated program 
of research pertaining to the marketing of livestock. The Directors 
requested: (1) that the Committee survey the field of marketing of 
livestock and livestock products to determine projects on which 
there should be cooperative, interstate, or regional research; and 
(2) that the Committee prepare plans for the organization of any 
cooperative projects which would be thought likely to lead to re- 
sults of value. Such plans were to be submitted by the administra- 
tive advisor for consideration of the North Central Experiment 
Station directors. 

The Corn Belt Livestock Marketing Research Committee held 
its initial meeting in Chicago in the fall of 1939. Representatives 
from the Bureau of Agricultural Economics, the Agricultural 
Marketing Service, and the Farm Credit Administration were 
invited to participate in the conference. A definite agreement as to 
the project to be undertaken was not reached until the committee 
had its second meeting in the fall of 1940. It was decided that the 
first project should be a comprehensive survey of the existing mark- 
eting machinery for livestock and how it functions, under the gen- 
eral title “Livestock Marketing from Farms to Processors.” As 
marketing methods and practices had undergone considerable 
change over a period of years it was felt that such a survey would 
provide much information that would be basic as background ma- 
terial for more specialized studies to follow. 

The committee is composed of one member from each of the 14 
cooperating States, which comprise the 12 North Central States, 
Kentucky, and Oklahoma. It has general supervision over regional 
research in livestock marketing and determines the projects to be 
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undertaken, their scope, purpose, and the general procedure to be 
followed. Each committee member is responsible for assembling 
and summarizing the information gathered in his State. All mem- 
bers hold appointment as collaborators with the Bureau of Agricul- 
tural Economics which has paid all or part of the travel and main- 
tenance expenses for them when they attended the regular conferen- 
ces of the committee. I. B. Johnson, Director of the South Dakota 
Agricultural Experiment Station has served both as general chair- 
man of the committee and as a contact between the committee and 
the directors in the region. There is no permanent secretary but a 
member of the committee keeps records of proceedings at each 
conference. 

Three members of the committee are designated a technical com- 
mittee for each project. This technical committee is responsible for 
outlining the study, planning the procedure, preparing schedules, 
and suggesting how the various phases of the work should be car- 
ried on and how the assembled data should be summarized. 

A representative of the Bureau of Agricultural Economics at the 
request of the general committee, has assisted the technical com- 
mittee in planning the various phases of the studies, has consulted 
frequently with the members for the purpose of coordinating the 
work among the different States, has assembled the summary in- 
formation developed in the cooperating States, and has prepared 
preliminary drafts of the regional reports for consideration by the 
general committee. 

In the first regional study by the committee, information was 
assembled as to the number, type, and location of livestock mark- 
ets, marketing agencies, and processors; the channels through 
which livestock moves; the methods and practices followed by 
farmers, marketing agencies, and processors when selling and buy- 
ing livestock; and the means of transportation used during the vari- 
ous stages of marketing. The same type of information was as- 
sembled in all of the States on uniform schedules. During the period 
of the study several conferences were held by the full committee, 
group conferences were held, and the Bureau representative visited 
each State three times, primarily in the interest of uniformity. 
After the regional report had been prepared and reviewed it was 
given careful consideration at a general conference of the commit- 
tee and recommended for publication. This recommendation was 
presented by the Chairman to the North Central directors at their 
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next meeting at which time publication was approved. The report 
was printed by the South Dakota Agricultural Experiment Station 
in the regular bulletin series of that station. Each station ordered 
a supply of copies for distribution in its own State. The Bureau of 
Agricultural Economics was furnished a supply for distribution 
outside the Corn Belt region. 

The selection of the second project in the Corn Belt region came 
in the spring following the attack on Pearl Harbor. At that time it 
was apparent that truck transportation must be conserved if the 
transportation situation were not to become critical. The commit- 
tee therefore decided to undertake a study of the transportation of 
livestock, other farm products, and farm supplies. Information 
obtained as to the transportation facilities available in selected 
communities covered the volume of inbound and outbound traffic, 
the origins and destinations of shipments, and the type of carriers; 
the assembly of livestock in the country; the extent to which trucks 
delivering livestock to markets were loaded to capacity; the nature 
and extent of return loads; and the existing railroad facilities for 
handling livestock at shipping points in the country. Ten of the 
States participated in this study, but in some, work was confined to 
certain phases only. 

This project was organized and administered virtually the same 
as the first. A new technical committee of three members was made 
responsible for outlining and planning the various phases of the 
study. The representative of the Bureau of Agricultural Economics 
cooperated with both the technical and general committees, assisted 
in coordinating the work among the States and prepared the prelim- 
inary report. A number of conferences were held at different stages 
of progress of the study, and these were attended also by the mem- 
bers of the committee who did not actively participate in the study. 
The report of this study was printed at the Missouri Station. 

The third project, the one now under way, deals with price dif- 
ferentials for livestock, with attention given first to the price of 
hogs. The study involves price differentials among markets, and 
differentials among hogs of different weight and grade groups at 
selected markets, the base period being 1937-41. The purpose is to 
assemble as reliable information as possible on normal price rela- 
tionships so that it may be available for analysis of the price plans 
and programs that may be under consideration. All of the States 
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in the region and the Bureau will take part in this study. Working 
plans were developed by a technical committee for this project. 

The procedure followed in the first three projects of conducting 
the same study in all of the States may require some modification. 
For example, it has been suggested that small groups of States 
within the region may wish to work on different projects. States 
favorably situated with respect to personnel and funds might wish 
to participate in more than one project at a time. Each project 
would constitute a segment of a larger research program in the 
marketing of livestock and livestock products. Under this arrange- 
ment, each subgroup could designate a chairman and take respon- 
sibility for planning the details of its own study, thus assuming the 
functions now performed by a technical committee. A Bureau repre- 
sentative, or someone else selected by the regional committee, 
would cooperate closely with all the groups as well as with the 
regional committee to assist in outlining, planning, and developing 
the projects, coordinating the work among the States, and sum- 
marizing the findings. 

This plan would have the advantage of covering more ground in 
a given period with the same personnel and funds. At the same time 
the full regional committee would be in position to advise and 
counsel with the smaller working groups. 


Regional Committee on Coordinating Research 
in Poultry and Egg Marketing 


The idea of a cooperative research project or a series of coordi- 
nated projects in poultry and egg marketing for the North Central 
region was prompted by poultry production and poultry marketing 
specialists in the region a number of years ago. Through corre- 
spondence and meetings they agreed as a group in 1940 to make a 
formal request to the directors of the North Central experiment 
stations for approval to undertake regional studies. This request 
was granted and V. R. Gardner, director of the Michigan Agricul- 
tural Experiment Station, was appointed “referee’’ to represent 
the experiment station directors in the region in developing a re- 
search program. Members were appointed on the committee from 
the different States by the directors of the respective stations. 
Some States are represented by production specialists and others 
by marketing specialists. 
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The program adopted by the committee is that of undertaking a 
series of coordinated studies rather than a single cooperative study 
in which representatives of all of the States would cooperate. Two, 
three, or more States will cooperate in each of the coordinated stud- 
ies. The work was interrupted for a period during the war, but was 
again resumed in the summer of 1944, at which time the project 
outlined was reviewed and modified. 

Considerable research information on both the marketing and 
production phases of poultry and eggs has been assembled in the 
past at the different stations and is available for analysis. The plan 
is to coordinate much of this information for publication in regional 
reports. Such publications are now in preparation and two reports 
should be completed within the next few months. 


Regional Research in Other Fields 


Land Tenure. Cooperative research in land tenure is being con- 
ducted on a regional basis in the Southwest and the North Central 
States where regional committees were formally organized in Feb- 
ruary 1941 after periods of planning and discussion’ and in the 
Northern Great Plains region where much effective work is being 
done in a coordinated way without formal organization. 

The Southwestern Land Tenure Research Committee is com- 
posed of the heads of the Departments of Agricultural Economics 
and Sociology in the States of Arkansas, Texas, Oklahoma, Louis- 
iana, and Mississippi, the Director of the regional project, and 
representatives from the Bureau of Agricultural Economics, and 
the Farm Foundation. The study is comprehensive; its objectives 
are to relate land tenure status to farm family economic and social 
performance, and to discover the interrelationships of tenure and 
Government programs. 

The regional project is well financed. It has a grant of $150,000 
from the General Education Board, and a somewhat smaller allot- 
ment from the Farm Foundation. The Bureau of Agricultural Eco- 
nomics has budgeted a sizable amount for the project. These allot- 
ments are in addition to the substantial contributions made by the 
experiment stations cooperating in the study. This makes a com- 


* For more detailed discussion of the development, programs, and methods of 
operation of these committees see: Hoffsommer, Harold, “Organization and Ob- 
jectives of the Regional Land Tenure Research Project,” this Journat, Vol. XXV, 
No. 1, Feb. 1943, pp. 245-257; and Case, H. C. M., “Work and Plans of the North 
Central Regional Land Tenure Committee,” the same publication, pp. 258-268. 
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bined budget of about $350,000 for the 3-year period of the project. 

The study is administered by a director, who is working under 
the direction of a regional committee, and a central regional staff 
with headquarters at Fayetteville, Arkansas. In addition to the 
director, the staff consists of statisticians, subject matter specialists 
in land economics, farm management, and rural sociology, and 
clerical and statistical personnel. Field survey personnel is em- 
ployed for work in the various States as need arises. State employ- 
ees also work on the regional project, and temporary field workers 
are employed. Each State committee member heads up the work in 
his State. 

A large part of the data assembled are collected on regional 
schedules that are adapted to local needs. The regional informa- 
tion is processed at the regional headquarters. Punch cards and 
machine tabulation methods are employed. Regional reports will 
probably be issued, and each State may prepare reports based on 
its own data. 

The North Central Regional Committee on Land Tenure Re- 
search is composed of one member from each of the cooperating 
States, the Farm Foundation, and the Bureau of Agricultural 
Economics. The Farm Foundation contributes funds for the pay- 
ment of expenses of members when attending conferences. The com- 
mittee has so far confined its activity to coordinating the informa- 
tion pertaining to land tenure problems that had previously been 
assembled but not analyzed at the different stations. At first, the 
committee worked as a unit, but there is now a tendency to assign 
specific tasks to subcommittees. One report has already been issued 
and others are in preparation. 

Farm Structures—In the North Central States, a regional proj- 
ect on farm structures was approved by the directors of the re- 
gion in the spring of 1944. Arkansas and Oklahoma joined with the 
North Central States in this project. W. V. Lambert, Associate 
Director of the Purdue University Agricultural Experiment Sta- 
tion is administrative advisor and general chairman. A central 
coordinating committee is made up of the chairman of each of 13 
subprojects that are being developed. A small steering committee 
which meets frequently is set up to help push the program, and to 
advise on technical problems. Each station in the region has its 
own farm-structures committee, and manuscripts, when they are 
prepared, will be reviewed by these committees. 
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The committees are now assembling the best existing information 
to help farmers with their post-war building programs. When this 
has been done the regional research program will be further devel- 
oped. 


Some Advantages of Regional Research 


If properly organized and administered, regional research has 
several advantages over research conducted in individual States. 
Many economic problems are likely to be national or regional in 
scope rather than State-wide only. Some differences may exist 
within a given region, but they are found also within the borders of 
a given State. Whatever differences exist among sections of a region 
can be explained and properly interpreted. 

By organizing a study on the basis of a region in which the funda- 
mental phases of the problem are fairly similar more complete 
coverage can be had, a higher average quality of work may be ex- 
pected, and the findings will have relatively wide application. If the 
regional research committee divides itself into smaller groups, and 
each group undertakes a separate study or carries on research on a 
segment of a larger problem, more ground can be covered in a given 
time than if all members worked on the same project. This may be 
more important when committees are large than when they are 
small. When a problem involves public policy, a committee may be 
able to do things that members could not do individually. 

It should be clearly recognized, however, that regional research 
in and of itself may not utilize personnel and funds to the best ad- 
vantage, nor may the accomplishments be superior unless the work 
is well planned and effectively administered. Poor organization and 
bad administration on the part of a regional committee may result 
in research that is both costly and inefficient. 

Attendance at conferences where ideas are shared and where the 
members take part in the analysis of problems are generally stimu- 
lating to all who participate. Such conferences are especially help- 
ful to the younger members of the committee who have had limited 
research experience. The benefits derived, to a large extent, may be 
abstract and therefore difficult to catalog. Nevertheless, they have 
a beneficial effect on the thinking, the attitude of mind, and the 
viewpoint of the members. 

The benefits derived by individual committee members are not 
wholly confined to participation in discussions at conferences. The 
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assistance received in planning the projects in their States, in de- 
termining the schedules to use, and the procedures to follow in 
assembling information, in summarizing the data, and in preparing 
the report, is especially valuable. It does not follow that the ini- 
tiative of the individual researcher is restricted. On the contrary, 
at the conferences held during the various stages of development of 
the study all members have an opportunity to appraise the pro- 
posals of others, and to participate in formulating plans and deter- 
mining procedure. 


Some Problems Likely to Arise in Regional Research 


Upon the character of the personnel comprising research com- 
mittees depends the success or failure of group effort. This applies 
to research at all times and in all fields. But in working with others, 
some additional qualifications may be needed. In addition to such 
qualities as capability and technical qualifications, members need 
to have a proper attitude and viewpoint toward group effort, as 
well as the ability to work effectively with others. Directors and 
heads of the departments in the participating States will give en- 
couragement to the work by appointing to the committee repre- 
sentatives who have full appreciation of the possibilities of regional 
research; who can cooperate with other members whose viewpoints 
on particular matters may differ from their own; and who are in 
position to take responsibility for their share of the work. 

Members of the committee who have administrative duties in 
connection with regional research should be aware that those posi- 
tions carry certain definite responsibilities. The general chairman 
of the committee should keep fully informed on the plans, opera- 
tions, and progress of work, and should give all possible assistance 
and encouragement in advancing the studies. The technical or sub- 
committee charged with the responsibility of outlining a project, 
suggesting the methodology for conducting the study, and advising 
with others during the different stages of progress, should take a 
special interest in the project, should be in position to devote the 
necessary time to assist in its development, and should take leader- 
ship in pushing the study in all of its stages. 

The coordinator should strive to advance the study in line with 
the general policies agreed to by the committee. He should have 
general technical knowledge of the particular field in which work 
is undertaken; he should have the ability to work closely with the 
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members of the committee; and should be in position to fully 
familiarize himself with all phases of the committee’s activities. 
The necessary time to assist in developing plans, outlining projects, 
advising with the committee members, and performing such other 
duties to which he may be assigned, is essential. 

To select a project in which there is common interest on the part 
of all who participate may be a problem. To do so apparently is 
more difficult when the members from all of the States in the region 
undertake the same study than when the committee is divided into 
several smaller groups. It is to be expected that some members will 
have greater preference for some projects than for others. How- 
ever, a general agreement as to the choice of study may result 
after free and open discussion of the proposed projects. If differ- 
ences still exist, final decision can only be made by a vote of the 
group. If the committee is broken up into smaller groups, the mem- 
bers have better opportunity to choose the particular project in 
which they have special interest. 

When undertaking regional research the first one or two projects 
selected should be on noncontroversial problems. This is to avoid 
unnecessary friction during the period when the cooperative work- 
ing relationships are being developed. Later when the committee 
has become more closely knit together as a working group, it is in a 
better position to undertake studies and formulate policies on sub- 
jects that are more controversial. 

Perhaps as difficult a problem as any is that of advancing a re- 
gional study uniformly in all of the participating States. The State 
representative last to finish his share of the study virtually sets 
the pace for the group. As may be expected, some members com- 
plete their part of the assignment in a relatively short time, then 
must wait on others. Dividing the committee into smaller working 
groups might minimize this problem, especially if each group could 
be composed of members who would be expected to operate at 
about the same speed. 

In regional research. there is the problem of conducting a given 
study uniformly in all of the participating States. Serious difficulty 
on this point can be avoided if the project is carefully planned, 
clearly outlined and the various stages explained in detail, if the 
workers get together for conferences at frequent intervals while the 
study is in process, and if someone who is charged with the respon- 
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sibility of coordinating the work among the States can confer with 
research members at frequent intervals during the critical stages 
of the study. 

In some States difficulty is encountered in obtaining travel 
authorizations and funds to attend meetings of the regional com- 
mittee. This is expecially troublesome if conferences are called on 
short notice. This question has not been serious with the Corn Belt 
Livestock Marketing Research Committee in that the Bureau up to 
now has paid expenses of its members when attending regional con- 
ferences. Nor has it been a problem with the two regional commit- 
tees on land tenure as funds for their expenses when attending 
meetings have been taken care of by the Farm Foundation. In 
cases where the travel funds are contributed by the cooperating 
stations it is as important to provide for these expenses as for the 
ones incurred on projects within the borders of the State if re- 
gional research is to be most successful. 

In issuing regional reports there is a problem of arriving at satis- 
factory publication series to avoid confusion in identification. In 
the case of the Corn Belt Livestock Marketing Research Commit- 
tee, the first report was printed at the South Dakota Agricultural 
Experiment Station and was given a number in its regular bulletin 
series. The Missouri station published, as a bulletin in its regular 
series, the second report of the committee. An attempt to identify 
the publications issued by the regional committee in the North 
Central States as a part of the same series was made by the North 
Central Experiment Station directors in June 1944 when a report on 
farm tenure and another on the trucking of livestock were issued. 
The bulletin “Improving Farm Tenure in the Midwest” by the 
North Central Regional Committee on Land Tenure Research, 
printed at the Illinois Agricultural Experiment Station as Bulletin 
502, is designated as North Central Regional Publication No. 2. 
“Trucking Livestock in the Corn Belt Region” by the Corn Belt 
Livestock Marketing Research Committee, issued by the Missouri 
Agricultural Experiment Station as Bulletin 479, is designated as 
North Central Regional Publication No. 3. The first report by the 
Corn Belt Committee, “‘Marketing Livestock in the Corn Belt 
Region” is now considered North Central Regional Publication No. 
1, although this identification does not appear on the report. This 
supplementary numbering of the regional publications is helpful 
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but it does not entirely clear up the confusion in the identification 
as each of the regional bulletins issued to date is numbered in the 
regular bulletin series of the Station at which it is printed. 

The New England Research Council follows a somewhat similar 
plan. Projects on which experiment stations and the council co- 
operate carry the number of the report in the regular bulletin series 
of the station where the major work is done and where the report is 
published. On the cover of each such report is a statement that it is 
a contribution to the regional program of research sponsored by the © 
council. 

The publication plan inaugurated by a group of Southern States 
that carry on cooperative research in nutrition seems to have a good 
deal of merit. Their first regional report entitled “The Effects of 
Maturity, Nitrogen Fertilization, Storage and Cooking, on the 
Ascorbic Acid Content of Two Varieties of Turnip Greens,” appears 
under a new regional series, namely, Southern Cooperative Series 
Bulletin 1. The names of the six agricultural experiment stations 
that cooperated in the study are given on the cover of the publica- 
tion, but the report is not numbered in the regular bulletin series 
of any of the cooperating States. By using a separate regional num- 
bering series for regional reports, all publications of regional studies 
made in a given region would be a part of the same series irrespect- 
ive of the subject involved or of the particular regional committee 
responsible for the publication. 


What of the Future 


Whether the trend toward regional research now under way will 
continue, or whether present attempt is a “‘flash in the pan” that 
will burn itself out quickly will- depend on the effectiveness with 
which the pioneering work is being carried on. If the present re- 
gional committees demonstrate that more or better work can be 
accomplished with given funds and personnel than if the studies 
were carried on separately in the individual States, then regional 
research may be expected to become increasingly significant. This 
will depend on several important factors. Among these are that 
the research personnel so engaged maintain a regional viewpoint 
with respect to problems under consideration, and that working 
as groups will stimulate the personnel to do more effective work. 

Adequate personnel and funds naturally are problems that may 
arise to plague some stations. But there is the question as to what 
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is adequate. If personnel and appropriations are insufficient to take 
care of all the work that should receive attention both in the State 
and in the region the question arises, how should allotments be 
made? If regional projects are to receive attention on the part of 
research workers only when other matters are not pressing the 
contribution to regional work is likely to be negligible. Of course, a 
situation may develop in a State whereby it becomes impossible to 
carry on work on a regional project at a time when work is being 
done in other States. In such an event, it may be advisable for that 
State to withdraw from participation for the time being, permitting 
the others to proceed. When the study on livestock transportation 
was under way, withdrawal was found necessary on the part of 
several States that are members of the Corn Belt Livestock Market- 
ing Research Committee. In these States, personnel was limited 
and other war emergency problems had to receive their attention. 

It is important that research groups stress quality of work. But 
this alone is not sufficient. Organizations, techniques of operation, 
and working schedules of members must be so developed that the 
output in terms of quantity is significant also. If techniques are 
cumbersome, resulting in inefficient operation, wastefulness of per- 
sonnel and funds, and undue delays in completing projects, experi- 
ment station directors may rightfully question the advisability of 
supporting such programs. 

Administrators of research, research workers, those who make 
research funds available, and others who use the results may be ex- 
pected to watch developments in regional research with keen inter- 
est. This is challenging to those who now are actively engaged in it. 
If a reasonable degree of success can be attained during the period 
of war, far greater accomplishments should be possible when the 
emergency is over. Therefore, every effort should be made by the 
regional committees now operating to establish effective working 
patterns which may be applied more aggressively when conditions 
become more favorable, and which may serve as guides for cooper- 
ative research in the post-war period. 


POST-WAR IRRIGATION DEVELOPMENTS AND 
THE NATIONAL AND REGIONAL 
AGRICULTURAL ECONOMY* 

Marton Ciawson 
Bureau of Agricultural Economics 

BASIC assumption for the discussion which follows is that 
there will be substantial irrigation development in the imme- 
diate post-war years. Some comments will be offered by way of ap- 
praisal of this program, but there is little likelihood that additional 
irrigation development will be prohibited or restricted even should 
the verdict be unfavorable. Our major tasks are appraisal of the 
effects of probable irrigation development, and guidance along lines 
that seem most desirable. 

Irrigation development has strong support throughout the nation 
and particularly in the West. Construction of reclamation works is 
advocated not merely by one federal agency, but by a large and 
diverse group of supporters. Let anyone who doubts the extent and 
nature of support for reclamation go into any Western State and 
criticize a projected development within that State; he will shortly 
discover for himself who supports reclamation and how strongly 
they feel about it. And in the last analysis, it is Congress which 
authorizes irrigation projects and appropriates money for them. 

It is a matter of common knowledge that the Department of 
Agriculture and the Bureau of Agricultural Economics have not 
always been favorably disposed toward western irrigation develop- 
ment. Their opposition seems to have had little effect in impeding 
or preventing development, but it did remove them effectively 
from the role of aiding and guiding such developments along sound 
lines. The participation of various bureaus of the Department of 
Agriculture in the Columbia Basin Joint Investigations and the 
Central Valley Project Studies is evidence that a new era of co- 
operation and participation is under way. The action of Congress 
in authorizing irrigation development has wisely been taken as the 
ultimate expression of national policy, and the energies of the 
various bureaus have been directed toward successful fruition of 
that policy. I, personally, see in this situation a great opportunity 
and a great challenge to such abilities as we possess. 


* Paper prepared for the Annual Meeting of the Western Farm Economics Asso- 
ciation, June 29, 1944. 

(The views expressed herein are wholly personal, and are not necessarily those 
of the Bureau of Agricultural Economics, the Department of Agriculture, or the 
Bureau of Reclamation.) 
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The Place of Irrigation in Western Agriculture 

Irrigated agriculture is important in the West. Cash farm income 
in the eleven Western states was $1,356,098,000 in 1939 (table 1). 
This was approximately one-sixth of the national cash farm income. 
California produced forty-four percent of the regional total, Wash- 
ington eleven percent, and the other nine states the remaining 
forty-five percent. The regional cash farm income came from a wide 
variety of crops and livestock; the region as a whole is extremely 
diversified, although specialization characterizes most local areas. 
Somewhat more than half of the total cash income came from crops; 
the most important commodities were fruits—citrus, grapes and 
apples particularly—vegetables and grains, though cotton was also 
important. About one-third of the cash income from livestock 
came from sale of cattle and calves; dairy products were second, 
with twenty-seven percent of the livestock income, and the re- 
mainder was made up of a wide variety of commodities. 

Some of the crops were produced under irrigation, and others 
were produced on non-irrigated land. Some of the livestock were 
fed entirely on feeds grown on irrigated land; others received no 
feed from irrigated land, and still others received feed from both 
irrigated and non-irrigated land. Of the $1,356,098,000 cash farm 
income produced in the eleven Western states, forty-nine percent 
came wholly from irrigation. An additional thirteen percent was 
produced partly from irrigated, partly from non-irrigated land. 
The portion attributable to irrigation was thirty-five percent, or 
five percent of the total. On the assumptions used herein, fifty-four 
percent of the total cash farm income of these eleven Western states 
is attributable to irrigation, and forty-six percent to humid land, 
dry-land and range land. 

In general, the livestock products are consumed within the 
region. This is true of nearly all the dairy products, beef, and veal 
produced within the region. Some production from the northeastern 
edge moves eastward, but this is nearly or completely offset by im- 
ports into the region. The region is deficit in hogs; most of the eggs 
and chickens are consumed within the region. Lambs, turkeys, and 
wool are largely shipped out. At least eighty percent, perhaps 
eighty-five percent or even more, of the cash income from livestock 
products comes from products consumed in the region. In rather 
sharp contrast is the situation with respect to crops. Three-fourths 
of the major fruit and truck crops are shipped outside of the region. 
Our cotton is not milled within the region, though we import a large 
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1. ELEVEN WesTERN States: Caso Farm INcoME sy Groups oF 
1939, AnD EstiMaTED ORIGIN BY IRRIGATED, PARTLY 
IRRIGATED, AND NONIRRIGATED Propvuction! 


Cash income ($1,000) 


Commodity group Total Wholly Partly Non- 
irrigated irrigated irrigated 
Crops: total 710,258 514,710 195,543 
Food grains 110,868 7,848 108,015 
Feed grains and hay 58,778 35,000 23,778 
Cotton lint and seed 50,529 50,529 0 
Flaxseed 3,759 3,008 751 
Total vegetables 178,288 154,165 24,073 
potatoes (inc. sweet) 34,104 $1,158 2,946 
truck crops 119,643 107,889 11,754 
other vegetables 24,491 15,118 9,373 
Total fruit 211,669 186,671 24,998 
apples 29 ,050 25,641 3,409 
peaches 15,111, 14,289 822 
pears 13 455 11,740 1,715 
grapes 30,783 25,743 5,040 
strawberries 6,958 3,859 3,099 
citrus 73,838 73,838 0 
other fruit 42,474 $1,561 10,913 
Other crops 96 ,417 77,489 18,928 

Livestock and livestock prod- 

ucts: total? 645,845 144,779 (35%) 183,012 318,054 
Wool 38 , 625 650 (30%) 12,556 25,419 
Dairy products 176,682 70,636 (68%) 29 ,363 76 ,683 
ges 56,925 11,859 (50%) 4,718 40,348 
Chickens 15,485 4,977 (50%) 1,221 9,987 
Turkeys 19,889 4,369 (50%) 11,078 4,442 
Cattle and calves 218,166 25,200 (29%) 95,653 97,313 
- Hogs 87/822 16,938 (50%) 3,000 18,584 
Sheep and lambs 82,251 11,550 (31%) 25,423 45 ,278 


Total cash farm income? 1,356,098 659,489 (85%) 183,012 513,597 


1 All land receiving any irrigation water has been considered “irrigated,” and the 
production from such land listed as “wholly irrigated.” Where livestock obtain 
= of their feed from irrigated crop or pasture lands, the value of their products is 

isted as “partly irrigated.” The figures in parentheses are the portion of this income 
attributable to irrigation. 

2 Omitting minor livestock products such as honey. 

Source Publications and releases of the Bureau of Agricultural Economics, 
showing cash income by sources; Agricultural Census, 1940; and judgment of per- 
sons familiar with agriculture in the various states. The assistance of Carl P. Heisig 
and Wendell T. Calhoun is acknowledged. 


amount of cotton goods which probably require an equal amount of 
cotton. Much of our grain and sugar are consumed within the re- 
gion, but some of these are shipped out. Though precise data are 
lacking, it seems evident that fifty percent of the cash income from 
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crops comes from crops shipped outside of the region. Perhaps this 
portion is as high as sixty-five percent. 


Probable Irrigation Development in the Decade after the War 


Though irrigation development in the post-war decade is likely 
to be relatively large, any estimates of the acreage involved neces- 
sarily involves considerable forecasting of political and other de- 
velopments. 

The National Reclamation Association is known to favor a pro- 
gram of irrigation development in the post-war period. The Associa- 
tion has advocated construction of irrigation works during the war 
as an aid in meeting the wartime needs for food. In its Bulletin of 
February 3, 1943, thirty-two projects were listed as under con- 
struction; the ultimate acreage of new land was given as 2.5 million 
acres and the area to receive a supplemental water supply as 6.6 
million acres. Though no time-table was attached to these develop- 
ments, there was a clear implication that they could be completed 
within a few years after the war. Additional projects might easily 
be added to this list as the end of the war approached or during 
the post-war period. This Association has a fairly large and very 
influential membership in the West, and has had success in getting 
appropriations for irrigation developments. 

The Bureau of Reclamation has recently presented a post-war 
program.' “The major objectives of the inventory are to show how 
the development of the unusued water resources of the western 
half of the country could be made most effectively into instruments 
to cushion the transition from war to peacetime economy.” The 
inventory includes 236 projects, 40 of which are now authorized 
for construction (table 2). These projects, when completed, will 
make water available for 63 million acres of land not now irrigated 
and will provide supplemental water for nearly 9} million acres. 
The authorized projects, out of this list of post-war projects, in- 
clude 23 million acres of new land and supplemental water for 
nearly 52 million acres. The authorized projects are therefore 
somewhat less than half of the post-war program. No specific time 
table is attached, but construction could be completed in 5 years 
if funds were made available. 


1 Bureau of Reclamation, Department of the Interior—Inventory of Irrigation 
and Multiple-Purpose Projects for Construction in the Post-War Period. June 6, 
1944. Statement transmitted to Senator Carl Hayden, Chairman, Subcommittee, 
Roads and Reclamation, Committee on Post-War Economic Policy and Planning. 
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2. INVENTORY oF IRRIGATION AND PROJECTS FOR 
ConsTRUCTION IN Post-War Prriop, 17 WESTERN STATES 


Irrigation Power 

(1000 acres) (1000 kilowatts) Total 

No, costs, 

of Installa- _Est. 1940 

State proj- New Suppl. tion, firm prices 
ects Lands water author- projects (million 

ized under dollars) 

projects study 

Arizona 16 444 $28 225 1,098 640 
California $1 1,689 $, 505 446 289 606 
Colorado 18 $87 1,924 145 159 330 
Idaho 20 $08 1,709 70 150 169 
Kansas 8 108 0 0 0 19 
Montana 83 562 85 0 95 159 
Nebraska 10 97 32 0 1 39 
Nevada 4 25 106 0 16 16 
New Mexico 9 51 243 0 16 54 
North Dakota 9 403 0 0 0 59 
Oklahoma 9 181 6 0 0 35 
Oregon 14 266 93 0 8 60 
South Dakota 5 284 14 0 1 41 
Texas ll 3138 585 18 0 113 
Utah 18 90 269 9 109 165 
Washington 5 1,181 6 852 622 370 
Wyoming 21 $71 459 0 20 7 
Total! 236 6,705 9,364 1,765 2,579 2,952 


1 Total includes individual unit: of some major projects. Miscellaneous projects 
not included. 

Based on table in Inventory of Irrigation and Multiple-Purpose Projects for 
Construction in Post-war Period, submitted on June 6, 1944 by Secretary Ickes to 
Senator Carl Hayden, Chairman, Subcommittee, Roads and Reclamation, Com- 
mittee on Post-war Economic Policy and Planning. 


This post-war program consists of a few large projects—Colum- 
bia Basin in Washington, Central Valley in California, Gila in 
Arizona, Anderson Ranch in Idaho, Colorado-Big Thompson in 
Colorado—and many smaller projects, Under normal conditions, 
construction and development of the larger projects would be 
spread over several years. Many projects, particularly the larger 
ones, have hydro-elettric power development as well as irrigation. 
Many of them have flood control features and benefits, and some 
will aid in navigation. The full potentialities of multiple-purpose 
water development are sought for each project. These benefits 
other than irrigation should be kept in mind in viewing the costs of 
these projects. 

The Bureau of Reclamation has recently? announced a plan for 


2 News Release, May 9, 1944. 
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development of the upper Missouri River Basin involving irrigation 
of 4.8 million acres not now irrigated and provision of a supplement- 
ary water supply to .5 million acres. No time-table is given for 
these estimates, but they are referred to as “‘post-war.” In a state- 
ment before the Senate Commerce Committee on May 4, 1944, in 
discussing H. R. 3961, Commissioner H. W.:Bashore stated that 
“in the major subregions of the West, water could be economically 
conserved to assure ultimate irrigation results,” as follows: 


Supplemental 
New Land Supply 
(Million Acres) 
Sub-humid and Great Plains 4.5 Pi 
Inter-Mountain 6.4 8.0 
Pacific Coast 11.1 3.0 
. Total 22.0 


Considering all factors, provision of a full water supply for 3 
million acres and of a supplemental supply for 3 million acres seems 
probable for the first decade after the war. This is less than half of 
the “post-war inventory” submitted by the Bureau of Reclama- 
tion, or is approximately the same as the presently authorized pro- 
gram, and we assume twice as long a period as the minimum in the 
Bureau of Reclamation’s “post-war inventory.” This estimate may 
prove to be much too low; certainly, it could be far exceeded if funds 
were made available. Assuming that supplementary water supplies 
add one-fifth to the productivity of the areas involved, the equi- 
valent of approximately 33 million acres of new irrigated land will 
be available for cultivation in the first decade after the war. The 
full effect will not be felt within the period, because of the time 
interval involved in bringing newly irrigated land into full produc- 
tion. The probable agricultural production from these lands and its 
relation to present production in the region will be explored later. 

Several factors might accelerate or retard this probable program. 
On the acceleration side, a need for public works to relieve unem- 
ployment might easily become a dominant factor. If the nation has 
several million unemployed, and if it resorts to public works as a 
palliative, then irrigation construction is likely to come in for its 
share. The war-time expansion of the construction industry, be- 
yond any reasonable post-war expectations, may call for a program 
of public works—at least, there will be a strong political support for 
such a program. Sentiment for land settlement opportunities, par- 
ticularly for veterans, will be an added incentive. Should circum- 
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stances strengthen the influence of these factors, the development 
program might easily be twice as large as I have assumed. On the 
retarding side, a “‘balance-the-budget” philosophy in national 
affairs will be pushed by powerful groups and may become domi- 
nant. If so, irrigation projects, no less than other public works, will 
not receive generous public funds. If agricultural surpluses develop 
again renewed opposition to additional irrigation will come from 
established agricultural producers. In spite of their rumblings in 
the past, their arguments have not been very influential. Curi- 
ously enough, this argument has usually been used by agricultural 
producers of other regions, who are not likely to be hurt seriously, 
and has not been advanced actively by the western farm groups 
who should have been most concerned. 

The net effect of these retarding and accelerating forces might be 
considerable, though impossible to estimate at present. For the sake 
of illustration, the assumption is made that increased productivity 
will equal that from 33 million acres of newly irrigated land. This 
compares with an irrigated area in the eleven Western states in 
1939 of 183 million acres, perhaps half of which lacked a full water 
supply. 


Consequences of this Probable Reclamation Program 


The first and most obvious consequence of such a reclamation 
program will be in the stimulus to business, particularly to the 
construction industry, due to the expenditure of public funds. 
Expenditures of the general magnitude of $1,500,000,000 are likely 
to occur during the decade following the war, if our assumed pro- 
gram is followed. Direct employment on-site and off-site, would be 
of the general magnitude of 100,000 men annually for several years, 
and might be much higher at the peak. This compares with approxi- 
mately 270,000 men in the construction industry of the eleven 
Western states in 1940, as shown by the 1940 Census. Building of 
the necessary dams and canals would employ a substantial propor- 
tion of the pre-war construction industry specializing in this type 
of work. A new Henry Kaiser might emerge from this con- 
struction program, or at least firms now in the field would welcome 
such a relatively large volume of public work. 

Less immediate, but more significant for the long pull, will be 
the increase in agricultural productive capacity. On the average, 
new irrigated lands do not come into full production for five years 
or longer. Lands receiving supplemental water will increase in pro- 
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ductivity more rapidly. In general, the new irrigation projects will 
include lands whose productivity will average as high as the lands 
now irrigated in the West. Since the most favorable irrigation de- 
velopments have already been exploited, it might appear that fur- 
ther development will be on less productive lands. Future projects 
are likely to be more costly. But much of the land irrigated in 
early developments was located at high elevations in the range 
areas, where hay is the chief crop and yields are low. Future de- 
velopments will probably include land more productive than the 
least productive lands now irrigated, though perhaps less produc- 
tive than the best lands now irrigated. 

Market considerations are likely to prevent or inhibit production 
of intensive, specialty crops, so that these crops will be less impor- 
tant on new lands than on presently irrigated lands. It is not a lack 
of suitable land which now limits the production of most fruits and 
vegetables in the West. We could produce more apples, peaches, 
pears and grapes if the market would absorb them at remunerative 
prices. We could produce more oranges and lemons, but in view of 
the market outlook, may have difficulty in maintaining our present 
volume of citrus production, in the face of increasing competition 
from Florida and Texas. We could produce more lettuce, carrots 
and other truck crops if the market would absorb them without 
decrease in price. For several of these commodities, California or 
Western regional production is a major share of the national pro- 
duction. If we expand, the added volume depresses price to a de- 
gree depending on the elasticity of demand for the particular com- 
modity, and we feel the effect markedly. Some of the new lands 
may be better adapted to fruit and truck crops than the present 
producing areas; shifts in areas of production and some increases 
in production may occur, but production of fruits and vegetables 
can hardly increase nineteen percent merely because the total area 
irrigated increases nineteen percent. The increase may easily be 
large enough to put substantial pressure on the prices of fruits and 
truck crops. 

For what will the new irrigated land be used? Much of it will 
be used to produce forage and feed grains, and these will provide 
the basis for expansion in livestock numbers. Dairy production 
will surely increase more than proportionately to the increase in 
population within the region, and a shift to an exporting basis for 
dairy products seems probable. There will be an initial loss in price 
when butter is first shipped out of the region. Further increases, 


146 Marion CLAwson 


however, will affect the national price but little; the demand for 
butter produced in the region is almost infinitely elastic once the 
region gets on an export basis. Considerable opportunity exists for 
an expansion in livestock feeding, particularly in cattle feeding. 
The result will be some increase in total weight of meat produced, 
and also an improvement in quality of meat available. Some of the 
poorest lands to be irrigated may be used for pastures, on which 
cattle and lambs may be raised and fattened. There will be some 
increase in pork production, though scarcely enough to meet the 
demands of the region. 

Considering all factors, our assumed irrigation development 
equivalent to 3} million acres of new land in the decade following 
the war will mean approximately $150,000,000 increased cash 
farm income for the region, at 1939 prices, when the newly irrigated 
lands have come into full production. This is an increase of slightly 
more than ten percent. This estimate is necessarily rough, even 
granting our assumption as to area to be irrigated. The increase 
will far exceed ten percent for some commodities, and will fall far 
short of ten percent for others. The increase will probably vary 
within the region; it will probably be least along the eastern edge 
of the region, where dry-land wheat and range livestock are so im- 
portant, but may be greater in California, Washington, and Idaho. 


TaB_e 3. ELectric GENERATING Capacity, ELEVEN WESTERN STATES 


Generator capacity (1,000 kilowatts) 


Period 
Total Hydro-electric Other 
Pre-war (end of 1941) 6,896 4,601 2,295 
War (end of 1944) 9,020 6,573 2,447 
Post-war increase! 2,300 2,000 300 


1 Increase over 1944. 


Taken from Statistical Abstract, 1942, and estimates furnished by Federal 
Power Commission. 


The irrigation development of the post-war period will mean an 
increase in hydro-electric power production. Most future irrigation 
projects will be multiple purpose projects, usually with some hydro- 
electric power production. Assuming that the ratio of power pro- 
duction to irrigated acreage which has prevailed on recent recla- 
mation projects will continue for future projects, our estimate of 
productivity equal to 3} million acres of newly irrigated land will 
mean an increased generator capacity of roughly 2,300,000 kilo- 
watts. The comparison of this figure with pre-war and present gen- 
erating capacity is shown in table 3. Pre-war generator capacity 
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in the West was roughly two-thirds hydro-electric. Generator capac- 
ity has risen sharply during the war, and electric energy produc- 
tion has increased even more rapidly. While there may be some 
recession after the war, installed capacity and output are likely to 
continue to rise. 

It is difficult for an agricultural economist to estimate the eco- 
nomic effects ef more, and presumably cheaper, electric power in 
the region. It may help to draw industries here, particularly those 
industries which consume large quantities of electric power. More 
probably, abundant and low-cost power will affect the production 
methods and processes employed. Use of large amounts of power 
per worker should aid in maintaining our present high per capita 
income. Scine increased electrification of home and farm may occur, 
but the region is already largely electrified in the areas where 
potential demand justifies electrification. Increased power use per 
consumer is likely. One interesting possibility is substitution of 
hydro-electric for steam power. Much of our steam power is de- 
veloped from the use of oil as a fuel. With a dwindling oil reserve, 
we may decide to shift to hydro-electric energy. 


Problems and Potentialities of an Expanded Post-war 
Reclamation Program 


Before attempting an appraisal of this anticipated reclamation 
program, it seems desirable to enumerate and briefly discuss some 
of the problems, dangers, and potentialities of such a program. 
Many of these are conjectural; they may or may not eventuate. 

Perhaps a major danger is that in one way or another these irri- 
gation projects will become a vast soldier settlement scheme. Here 
will be new farming opportunities, created by federal funds, avail- 
able just when economic opportunities for returning veterans are 
needed. What could be more natural that veteran settlement on 
these lands? This country has given preferential land settlement 
opportunities to the veterans of every past war; why should this 
one be an exception? Every economist interested in land knows 
that veteran settlement programs after World War I had an un- 
happy history. Development of raw land into productive farms by 
persons with limited capital is a difficult process attended by con- 
siderable hardship, even at best; when complicated by a rapidly 
falling price level, and by settlers many of whom are ill-adapted to 
farming, it is likely to become impossible. If reclamation develop- 
ment occurs on the scale previously assumed, many of the settlers 
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will and should be ex-servicemen. These men will be young and 
will have limited capital; if they are really interested in farming, 
they may find their best opportunity on a new irrigation project. 
The test should be their knowledge of farm life, and their attitude. 
toward farming as an occupation. If they would have made good 
settlers in the absence of their war experience, then they should be 
good settler prospects and deserving of special assistance because 
they are veterans. If aid to veterans is extended in fields other than 
agriculture, the veteran will be less tempted to undertake settle- 
ment of raw land because it is the only opportunity open to him. 
Should special assistance be given to veterans for settlement on 
irrigation projects, it is to be hoped that colonies composed wholly 
of veterans will be avoided. 

A closely allied question is the optimum degree of planning for 
these irrigation projects. It is idle to talk of planning vs. no plan- 
ning; even should the decision be to throw the settler wholly on 
his own, with no help or guidance of any kind, this is still a form of 
planning. At the other extreme, the settler might be placed on a 
fully developed farm unit, whose size, layout, buildings and other 
major features had been decided for him. Some would refer to this 
as over-planning, and would urge that it be avoided. If an ade- 
quate supply of settlers is to be available, and if the groups most in 
need of farming opportunity are to obtain the available opportuni- 
ties, then some special form of credit must be available to settlers. 
Farmers with adequate capital will generally choose farms in older, 
established areas. A major argument in favor of reclamation is that 
it provides agricultural opportunity to those who would otherwise 
not have it; if this objective is to be met, some means must be 
found to provide capital to the settler who lacks it. Special credit 
programs are needed. The nature of such programs and the most 
suitable agency to administer them are important problems on 
which there is unfortunately no accepted consensus. The credit 
agency must decide the type and degree of planning that it will 
adopt. 

Another major problem relates to the relative emphasis on the 
various purposes of future projects. Since they will generally be 
multiple purpose projects, there will be different types of benefits 
and different groups who should bear part of the costs. Multiple 
purpose projects can usually be operated with relatively greater 
or lesser emphasis on each of the project purposes. Flood control is 
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often said to require an empty reservoir as insurance against a flood, 
whereas power generation and irrigation require the filling of the 
reservoir whenever surplus water is available. The relative em- 
phasis on the project purposes may vary, and will undoubtedly be 
a subject of contention as new projects are authorized. A major 
conflict has arisen with respect to the development of the Missouri 
River, for instance. Shall navigation improvement be undertaken 
even though it requires water necessary for irrigation development, 
or vice versa? This is an issue involving not only the “irrigation 
states,” but more particularly involving an interregional struggle 
between the upstream arid states which want irrigation and the 
downstream humid states which want cheap transportation. This 
controversy is now active on the Missouri River and has been 
raised on the Snake River; it will almost surely arise on every other 
important stream flowing eastward from the Continental Divide. 
Related to the question of the relative emphasis on the purposes of 
multiple purpose projects is the question of the agency which 
‘should construct and manage multiple purpose projects. If a proj- 
ect is to provide flood control, hydro-electric power and irrigation, 
some would say that it was immaterial whether the project be 
undertaken by an agency primarily interested in navigation and 
flood control, or by an agency primarily concerned with irrigation. 
Others would contend that the construction agency was a matter of 
great importance. 

Closely allied to the question of relative emphasis on project 
purposes is the matter of cost allocation. Under present federal 
law, costs allocated to havigation and flood control are not reim- 
bursable; costs allocated to irrigation are reimbursable over long 
periods and without interest; while costs allocated to power must 
be reimbursed with interest. The amounts allocated to each of 
these purposes is extremely important to the general taxpayer and 
to the beneficiaries of each type of project service. Cost allocation 
is a notoriously slippery, tricky, arbitrary business at best; and 
when the economic welfare of some groups is at stake, it may be 
impossible to approach the job without bias. The irrigation inter- 
ests have sought maximum revenues from hydro-electric power, so 
that irrigation water costs would be a minimum. On one recent 
large project, the proposed allocation would require power sales to 
repay all direct power costs, all joint costs, and half of the direct 
irrigation costs. On the other side are the power advocates, who 
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contend that low-cost electric energy will promote the economic 
development and prosperity of the region to the benefit of all, in- 
cluding even the farmer whose irrigation water is more expensive 
thereby. The members of this group believe that public distribution 
of power is essential in order to secure the potential benefits of 
low-cost power. They point to the experience of the Tennessee 
Valley Authority, which has demonstrated that the cost of power 
is determined by the price of power, within very wide limits. When 
the price of electric power is reduced, its use is increased so greatly 
that the cost falls, often fully proportionately to the reduction in 
price. The cost of hydro-electric energy is chiefly an overhead cost, 
with an extremely low marginal cost. A “cheap power” policy may 
mean rates far below those under a “maximum revenue” policy, 
and yet maintain earnings almost as high. The public power advo- 
cates have prevailed, at least to the extent that reclamation law 
requires that preference shall be given to public power distributing 
agencies. 

Another important problem is to secure a wide distribution of 
the benefits arising from irrigation development. Two major con- 
siderations arise: (1) to get land into the hands of actual settlers, 
in units which they can farm and which will produce an adequate 
income; and (2) to prevent landowners from obtaining large un- 
earned increments in land values, at the expense of the actual set- 
tlers. Both of these objectives have been sought through the acre- 
age limitation and anti-speculation features of reclamation law. 
Under existing law, which has developed and been strengthened 
over a forty-year period, the owner of raw land must agree to dis- 
pose of all land in excess of 160 acres at an appraised price estab- 
lished without regard to the federal irrigation development, if he 
wishes to obtain irrigation water through the project works. This 
law has been moderately effective in promoting a wide distribution 
of land ownership and in making land available to actual settlers 
at reasonable prices. The Columbia Basin Act of 1943 strengthened 
these provisions for that project. In addition, studies have sought 
to make more specifically applicable the broad objectives of “family 
farms” and “adequate level of living.” More recently, an attempt 
has been made to remove all restrictions on size of landholdings and 

3 See Columbia Basin Joint Investigations, particularly problems 2, 6, 9, 13, and 


14. Also, Fisher, Lloyd H.—What is a Minimum Adequate Farm Income? this 
JourNAL, August, 1943. Vol. XXV, No. 3. 
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on prices of raw land, for the Central Valley Project. Whatever 
may be the balance of favorable and unfavorable factors involved 
in irrigation development, few will deny that prospects for favor- 
able results are strengthened, without any encouragement to un- 
favorable results, if the economic opportunities provided by irri- 
gation development are widely distributed and if the settler is 
given the maximum opportunity for success. Retention of acreage 
limitation and anti-speculation features of reclamation law seems 
imperative if the broad social purposes of reclamation are to be 
achieved. 


Summary and Appraisal 


Is the post-war reclamation program, which we have assumed will 
be adopted, good national policy? Is it desirable from the viewpoint 
of the western region? 

There is no question but that a post-war reclamation program of 
the magnitude assumed will raise serious problems both for the 
new areas and for established farming areas. The settler on new 
land faces difficult problems of developing and paying for his farm. 
On many projects, it is possible to set up a program under which 
the able, hard-working man with limited capital can obtain and 
ultimately pay for a farm. For the man adapted to such conditions, 
a new reclamation project can be made into a superior economic 
opportunity. Farmers in older areas are likely to question the need 
for more farm land in the United States. Most agricultural econo- 
mists will agree with them. Competent estimates indicate that an 
increase of twenty percent, or even forty percent, in total agricul- 
tural production in the decade following the war is entirely prob- 
able even under somewhat less favorable agricultural prices than 
prevail now. If these estimates be correct, why do we need more 
land? 

Would economists eyer have found development of new land 
profitable and economically rational, in the history of this country? 
Opening of the Ohio and Mississippi Valleys brought farm aban- 
donment to New England and the Middle Atlantic states. Later, 
the opening of the western Corn Belt and the Great Plains brought 
ruinously low farm prices to the older farming areas. The develop- 
ment of the western Cotton Belt blighted the older cotton areas. 
It has become commonplace to say that it cost $2.00 to mine every 
$1.00 of gold during the California and Klondike gold rushes. May 
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not development of new farms have cost as much or more than 
they were worth, even to the pioneer, and especially to the nation 
which saw farm values shrink in the older farming areas? Certainly, 
there were many, many failures and living conditions were often 
pitifully poor. Perhaps a careful balancing of marginal costs and 
marginal revenue would have ruled out a major part of the develop- 
ments which occurred. Yet out of this process came a great nation. 

This nation has a growth complex; nowhere is this stronger today 
than in the West. We want more people, larger cities, more indus- 
tries. We are firmly convinced that bigger means better. Our 
economic planning will fail to find popular support, may even en- 
counter active opposition, if we ignore this deep-rooted attitude. 
We have an increased population in the West, particularly in Cali- 
fornia, and we need support for it. Increased agricultural production 
cannot employ all of the newcomers, or even half of them, but it 
can assist. Increased agricultural production not only means more 
people on the land; it means more people in rural areas providing 
goods and services to farm people, and more people processing and 
transporting the commodities produced. 

If we have adequate nutrition for every class of people, after the 
war, then we may need all our prospective agricultural production, 
and more, too. If this situation develops, the production of newly 
irrigated land can be absorbed without difficulty. On the other 
hand, inadequate diets for a large segment of our population, 
(roughly the situation prior to World War II), will cause burden- 
some surpluses even in the absence of irrigation development. In 
other words, irrigation development, like many other aspects of 
our economy and social structure, stands or falls on the level of 
economic activity of the nation. We can absorb—may need—the 
products, under some conditions; under others, they will be un- 
needed or even burdensome. 

Increased irrigation in the West presents a great opportunity, a 
great challenge. If properly taken advantage of, the region and the 
nation will benefit. If fumbled, every problem will rise, full scale, 
and the advantages will be lost. 


REPAYMENT EXPERIENCE ON FEDERAL 
RECLAMATION PROJECTS* 


ALEXANDER Joss 
Bureau of Agricultural Economics 


UCH of the agriculture of the western states is based on 

irrigation developments that have been carried on by both 
public and private agencies. The repayment of the construction 
costs of these works has varied with the individual projects. Some 
have been very successful. Others have resulted in the loss of large 
sums by those who financed the ventures. This paper is limited to 
repayment experience on Federal Reclamation Projects both be- 
cause comparable data on these projects are more readily available 
and because it appears now that future irrigation development will 
be financed largely by Federal funds. 

The original Reclamation Act of 1902 provided that the con- 
struction cost be repaid in equal annual installments, not exceeding 
ten, beginning with the date specified in the public notice. The ex- 
tension act of August 13, 1914,! lengthened the period of repayment 
to 20 years. The Fact Finders Act of December 5, 1924? provided 
for an indefinite period of repayment with the annual charge cal- 
culated as 5 percent of 10-year average crop return.* While this act 
was in force 10 contracts were executed providing for payment of 
construction charges on a crop-production basis. This provision 
was repealed by the Omnibus Adjustment Act of May 25, 1926¢ 
which substituted the 40-year repayment plan in force today.® The 
Government has not charged interest on the funds advanced for the 
construction of irrigation works. 

In the years immediately following the passage of the Reclama- 
tion Act of 1902, construction was started on a number of projects 


* This paper presents the personal viewpoint of the author and is not an official 
statement of the Department of Agriculture. It was presented at the Western Farm 
Economics Association meeting held at Los Gatos, California, June 27-29, 1944. 

138 Stat. 686. 

2 43 Stat. 672, 701. 

3 Federal Reclamation Law, Annotated, July 1936. ‘The installment of the con- 
struction charge per irrigable acre payable each year shall be 5 per centum of the 
average gross annual acre income for the ten calendar years first preceding, or for 
all years of record if fewer than ten years are available, of the area in cultivation in 
the division or subdivision thereof of the project in which the land is located, as 
found by the Secretary annually.”’ Page 295. 

4 44 Stat. 636. 

5 Variable repayments are provided for in the Reclamation Act of 1939 (53 
Stat. 1187). To date no project has made use of the provisions of that act. 
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and by 1918, water had been made available to settlers on 27 proj- 
ects. The first part of this analysis deals with these projects be- 
cause it is felt that sufficient time has elapsed on them to indicate 
some of the financial problems involved in Federal reclamation of 
land by irrigation. 

The projects have been classified on the basis of the repayment 
experience to June 30, 1938, the latest date for which published re- 
payment data are available. Congress has authorized the abandon- 
ment of five projects. It was concluded that on each of these there 
was no opportunity for settlers to pay out and that the Govern- 
ment would be better off to abandon the projects and not expend 
further funds in their administration. 

Four projects have paid out so slowly that unless their repayment 
record improves in the future, more than 250 years will be required 
to pay out the total amount repayable June 30, 1938. Five other 
projects have repaid at rates in the past, that if projected into the 
future will require 125 to 250 years for payment of the total 
amount repayable. Six projects have repaid at a rate that will re- 
quire 75 to 125 years, and the remaining seven projects will, if past 
records are indicative of the future, repay the total amount repay- 
able in less than 75 years. Most of the projects have been repaying 
for 20 to 30 years.® 

These long periods are due to the fact that various moratoria 
have been granted from time to time on the various projects, to the 
fact that on some projects, only a part of the irrigable area is irri- 
gated and at present paying construction charges, and to the long 
repayment periods authorized under some of the crop payment 
plans. 

The question may be raised as to whether there has been an 
improvement in repayments as the projects have become more 
stabilized. On 18 projects, repayments have been made since 1917 
or before. The average amount repaid per year on these projects to 
June 30, 1918 was $1,022,460 (table 1). In the next nine years’ 


6 The projects included in each group are as follows: Abandoned projects, King 
Hill, Garden City, Hondo, Williston, and Buford-Trenton; more than 250 years, 
Milk River, Sun River, Lower Yellowstone, and Umatilla; 125 to 250 years, Grand 
Valley, Uncompahgre, North Platte, Belle Fourche, and Shoshone; 75 to 125 years, 
Boise, Huntley, Newlands, Okanogan, Carlsbad, and Klamath; less than 75 years, 
Salt River, Yuma, Orland, Minidoka, Rio Grande, Strawberry, and Yakima. 
Allowance was made for the fact that on some projects different divisions were con- 
structed and opened for settlement at different dates. 

7 Data for the fiscal year ending June 30, 1928 are not available. 
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Tas.e 1. RELATION oF REPAYMENT EXPERIENCE TO REPAYMENTS MADE BY 
RECLAMATION In PEeRtops 


Average amount repaid per year' |Average num- 
ber of years 
yp chase Proj- | From pub- | From June | From June | required for 
| lic notice | 30, 1918 80, 1927 | repayment if 
ti ; until June | to June to June 
30, 1918 30, 1927? 30, 1938 


Dollars Dollars Dollars 

More than 250 years 36 , 468 $1,324 40,132 
125 to 250 years 123,172 235 , 368° 255 ,308 
75 to 125 years 312,365 391 , 293 324,334 
Less than 75 years 550,455 | 1,297,216°| 1,358,758 


All projects 1,022,460 | 1,955,201 | 1,978,532 | 81 


1 Calculated from data published in Annual Reports of the Bureau of Reclama- 


tion. 


? Data on repayments not available for year ending June 30, 1928. 
3 Milk River project not included because of short repayment period. 


‘ Grand Valley and Uncompahgre projects not included because of short repay 
ment periods. 


5 Rio Grande project not included because of short repayment period. 
* Increases due largely to expansion of projects. If data were available by divi- 


“oe of projects it would be possible to indicate repayments on a more comparable 
asis. 


repayments averaged $1,955,201 per year on these same projects. 
However, much of this increase was due to increases in the size of 
a number of projects, rather than to a marked improvement in the 
rate of repayment. It is impossible, since data are not published by 
project divisions, to make this analysis on a strictly comparable 
basis. For the 1l-year period 1927 to 1938, repayments averaged 
$1,978,532 per year. As this was a period of generally depressed 
agricultural income, the fact that payments averaged as high as in 
the preceding nine years, indicates a relatively better repayment 
experience during this latter period. Even so, at this latter rate per 
year, repayment of the total amount repayable on the first group 
of projects would require 428 years, the next group 134 years, the 
third group 101 years, and on the last group, the group with the 
best over-all repayment record, 56 years. The average for all 18 
projects would be 81 years. Writing in 1934, John W. Haw and 
F. E. Schmitt summed up the repayment status of projects at that 
time in these words: 

“As the application of a new payment system after change of 
legislation authorizing extension of term was in most cases applied 
only to the unpaid balance, the basis of repayment at present in 


Years 
428 
134 
101 
56 
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force is best described in terms of the total annual repayment of 
all the projects. As stated in section 1, this annual repayment for 
current years (suspended 1931 to 1934 by moratorium acts, how- 
ever) is approximately $3,000,000, representing slightly less than 
13 percent of the total repayable Government expenditures. The 
average repayment time at the present rate of repayment would 
thus be 65 to 70 years if the entire repayment from the beginning 
had been on the same basis. Since the total balance still repayable 
to the United States is $157,000,000, the average remaining time 
of repayment after 1934 is about 50 years.’’® It should be remem- 
bered that this figure of 65 to 70 years makes no allowance for any 
future moratoria which may be granted. In view of the fact that 
Congress has passed relief measures of various kinds in the past, 
it seems reasonable to assume that a similar policy will prevail in 
the future, and that projects which get into difficulty will again be 
granted aid of one kind or another. 

It should be pointed out that these calculations of rate of repay- 
ment are based on the period elapsing since the date of public 
notice or of execution of a repayment contract rather than the 
date that water was first made available. If account were taken of 
the additional time between the availability of water and the date 
of public notice, the calculated rate of repayment would be much 
slower on some projects. 

The 22 projects still in operation in 1938 owed the Government 
nearly $143,000,000 (table 2). The total sum repayable on these 
projects as of June 30, 1938 was $191,904,869, of which $49,190,996, 
representing 26 percent, had been repaid. On the four projects 
repaying at an extremely slow rate, only 5 percent of the total 
amount repayable had actually been repaid. This does not mean 
that these projects were delinquent by 95 percent, because much 
of the amount repayable was not yet due under the terms of the 
repayment contracts. It does indicate the size of the Government’s 
investment in these projects as of that date and gives some indica- 
tion of the rate at which the investment was being liquidated. 

Some indication of the reason why different projects have had 
different repayment experiences is brought out by a comparison 
of the repayment experience with the irrigation debt per acre and 
with the increase in the value of land due to irrigation (table 3). 


8 John W. Haw and F. E. Schmitt, Report on Federal Reclamation, December 1, 
1934, p. 66. 


FEDERAL RECLAMATION PROJECTS 157 


TABLE 2. REPAYMENT EXPERIENCE ON 22 FepERAL RECLAMATION PROJECTS 
AS OF JUNE 30, 1938! 


Total time required Total repayable | Amount repaid wd 
for repayment if | Projects to June 30, as of June we a id 
past rate continues 1938? 30, 1938 pa 


Number Dollars Dollars 
More than 250 years*| 4 23 , 582,645 1,114,964 
125 to 250 years 45,843,174 6,940, 153 
75 to 125 years $2,608, 820 8,457,811 
Less than 75 years 89 ,870, 230 32 ,678 ,068 


Totals 22 191,904,869 49, 190,996 


1 Data from National Irrigation Policy—Its Development and Significance, 76th 
Congress, 1st Session, Senate Doc. No. 36, February 1939, pp. 64-66. 

2 Total repayable is the construction cost plus operation and maintenance before 
public notice, plus any operation and maintenance deficits, arrearages and penalties, 
minus any construction revenues, contributed funds, nonreimbursable appropria- 
tions, nonreimbursable costs and authorized charge-offs. 

3 Chain Lakes Storage Project included with Milk River Project. 


The total irrigation debt before repayment as of June 30, 1943, 
averaged $91 per irrigable acre for the 22 projects and was $86, 
$90, $82, and $98 respectively for the four groups. These differ- 
ences in total cost per acre are so small that they cannot be blamed 
for the differences in repayment ability among the various projects. 


TasBLeE 3. RELATION oF REPAYMENT EXPERIENCE TO ToTat IRRIGATION Dest 
BEFORE REPAYMENT AND TO THE INCREASE IN LAND VALUE DUE TO 
IRRIGATION, 22 FEDERAL RECLAMATION PROJECTS 


Ratio of amount 
repayable to 
increase in value 


Increase 
in land 
value per 
acre due 
to irri- 


Total repayable, 
1943! 


Total time required 
for repayment if Per acre 
past rate continues irri in culti- Per irri- | Per acre 
vation gable in culti- 
19428 acre vation 


. Dollars Percent 
More than 250 years®| 4 1389 307 
125 to 250 years 131 164 
75 to 125 years 104 111 
Less than 75 years lll 64 


All projects 22 117 88 


1 Total repayable as of June 30, 1943 without deduction for repayments. Au- 
thorized charge-offs have been deducted. Data from the Bureau of Reclamation. 

? Irrigable acreage is the area for which the Bureau is prepared to supply water. 

3 Area in cultivation as reported by the Bureau. 

* See text for method of calculation. 

5 Chain Lakes Storage Project included with Milk River Project. 


Percent 
4.7 
15.1 
25.9 
36.4 
25.6 
Percent 
496 
238 
141 
73 
112 
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There appear to be significant differences, however, in the in- 
creases in value of land due to the application of the irrigation 
water. 

Measurement of this increase in land value due to irrigation 
water presents many difficulties. Ray P. Teele, in his book The 
Economics of Land Reclamation, presents the results of a study 
he made of the 1920 census data.® At that time he made a special 
tabulation of the value of land in farms watered by Government 
works and the value of nonirrigated land in farms in the same 
counties. Differences in value were assumed to represent increases 
due to irrigation. Mr. Teele’s data were used for 1920 and a modifi- 
cation of his procedure was used on the 1930 and 1940 Census 
data. 

The value of land in irrigated and nonirrigated farms was taken 
from the 1930 and 1940 censuses for the county or counties in which 
each Federal Reclamation Project is located. The nonirrigated land 
in irrigated farms was assumed to have the same value per acre 
as the land in the nonirrigated farms in the county. Subtracting 
the value of this land from the value of all land in irrigated farms 
gave a value which was presumed to represent the value of lands 
actually irrigated. The difference between the value per acre of 
land actually irrigated and the value per acre of nonirrigated land 
in the same county was assumed to represent the increase in value 
due to the irrigation water. An increase in land value due to water 
was thus obtained for each census year for each project. A simple 
average of the three census values was taken as the increase due to 
irrigation water for each project. The group averages were weighted 
by the acreage in cultivation in each project in 1940. 

Those projects that have been paying out most slowly showed an 
average increase in land value of only $28 per acre, while the proj- 
ects paying out most rapidly showed an increase of $153 per acre 
(table 3). The total amount repayable per irrigable acre was over 
three times as great as the increase in value on the slow-paying 
projects, but only two-thirds of the increase in value of the proj- 
ects currently paying out at the more rapid rate. The percentage 
ratios of debt to value on the four groups of projects were respec- 
tively 307, 164, 111, and 64 percent. 

On some projects not all of the land has been settled. On the 
projects paying out most slowly, only 61 percent of the irrigable 

* Teele, Ray P., The Economics of Land Reclamation, 1927, pp. 225-227. 
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land was cultivated in 1942 compared with 88 percent on those 
projects paying out most quickly (table 4). On most projects, the 
fact that only a part of the so-called “‘irrigable” acreage is in cul- 
tivation, reflects overly optimistic estimates either of the suitability 
of the land or of the supply of water in relation to requirements. 


TaBLE 4. RELATION oF REPAYMENT EXPERIENCE TO PROPORTION OF IRRIGABLE 
AREA IN CULTIVATION, 1942, AND TO Crop VALUE PER AcRE, 1940 
AND 1942, 22 FepERAL RECLAMATION Projects! 


Crop value 
per acre in 
cultivation 


i i | Proportion 
Total time required a Irrigable | Acreage in a 
for repayment if ~ 4 acreage, | cultivation, of irrigable 


past rate continues 1942 1942 pe nn 


Acres Acres Percent 
More than 250 years 298 , 122 188 , 225 61 
125 to 250 years 515,160 856 , 963 69 
75 to 125 years 392,850 309 , 284 79 
Less than 75 years 940 , 526 826 , 537 88 


All projects 2,146,658 | 1,676,009 78 


1 Data for 1942 from the Bureau of Reclamation. Data for 1940 from Annual 
Report of the Sec. of the Interior, 1941, pp. 6-9. 


Since these projects have been completed for a number of years, 
the acreage in cultivation is perhaps more representative of the 
size of the project than is the acreage classified as irrigable. 

The gross value of crops per acre, on the projects that have re- 
paid at the slowest rate, has been low. In 1940, the crop value per 
acre in cultivation on these four projects was only $24 compared 
with $54 on the projects with the best repayment records. In 1942 
the values were $33 and $105, respectively. It is interesting to note 
that the latter group of projects showed a greater response to the 
price increases which occurred between 1940 and 1942. 

Congress, through various adjustment acts, the most important 
of which was the Omnibus Adjustment Act of 1926, has authorized 
the writing off of all of the charges against the five abandoned 
projects, and for varying proportions of the charges against certain 
of the other projects. By June 30, 1943, $17,131,187, which repre- 
sented 8.0 percent of the net cost of the first 27 projects, had been 
written off as losses (table 5). No write-offs of construction charges 
have yet occurred on later projects. Of this loss, $3,324,636 was on 
the five abandoned projects and the remaining $13,806,551 repre- 


Dols. | Dols. 

24 33 

25 45 

34 64 

54 105 

41 17 
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sents adjustments of construction charges made on other projects in 
an attempt to keep the charges at a level that settlers could pay. 
The largest proportional reduction was made in the Okanogan proj- 
ect where $997,862 was written off. This represented 70 percent of 
the net cost of this project. Nearly 56 percent of the net cost of the 
Newlands project was charged off as a direct loss. 

Tasie 5. Revation or RepayMent Expertence To Losses ALREADY WRITTEN 


Orr AND AN EstIMaTE OF PROBABLE FuTURE LossEs, 27 FEDERAL 
RECLAMATION PROJEcTS, AS OF JUNE 80, 1943 


Estimated future losses 


Total time re- 
quired for repay- 
ment if past rate 

continues 


Total 
repayable 
June 30, 
1943, plus 
authorized 
charge-offs! 


Abandoned 
works, non- 
reimburs- 
able cost 
authorized 
charge-offs! 


assuming: 


Irrigable 
acreage re- 
pays 100% 
of increased 
value due to 

irrigation 


Acreage in 
cultivation 
repays 100% 
of increased 
value due to 
irrigation 


Abandoned projects 

More than 250 
years? 

125 to 250 years 

75 to 125 years 

Less than 75 years 


All projects 


Dollars 
3,324,636 


28 , 647,327 
50,611,641 
37,979,599 
92,809,905 


Dollars 
3,324,636 


3,096,214 
8,997,327 
5,962,510 

750, 500 


Dollars 


17,208,697 
18,280,514 
2,946,189 
0 


Dollars 


20 , 288 , 258 
25,980,734 
8,438,321 

0 


213,373,108 


17,131,187 


38,430,400 


54,657,308 


Proportion of total 


100.0 


8.0 


18.0 


25.6 


1 Data from the Bureau of Reclamation. 
? Chain Lakes Storage Project included with Milk River Project. 


In spite of the adjustments that have been made, it has already 
been indicated (table 1) that a number of projects are paying out 
at a much slower rate than their repayment contracts call for. The 
question arises as to whether further adjustment will have to be 
made in the repayment terms of these projects. 

It seems highly probable that some further adjustments will 
have to be made. In 1929, a committee of persons, selected because 
they were familiar with western irrigated agriculture, recommended 
to the Secretary of the Interior that the Government write off its 
entire investment in the Umatilla project and make appreciable 
adjustments for the poorer land on the Milk River Project.!° No 


10 Economic Survey of Certain Federal and Private Irrigation Projects, 1929, 
Bureau of Reclamation, p. 23. 


Proj- 
ects 
Num- 
ber 
5 
4 
5 
6 
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such action has yet been authorized by Congress, but repayment 
ability of these two projects has not materially improved since the 
committee report of fifteen years ago. The Government’s current 
investment in these two projects approximates $12,000,000. 

No one can foretell the future, but the past sometimes serves as a 
guide to what to expect in the future. Those projects on which the 
increase in value of land due to the irrigation water was highest 
relative to the irrigation debt have had the best repayment record; 
those on which the increase in value was lowest have had the poor- 
est repayment record. If it is assumed that the entire increase in 
the value of all the irrigable land can be repaid, then a loss of ap- 
proximately $38,000,000 must be expected in addition to the 
$17,000,000 already written off (table 5). The sum of these two 
amounts equals 26.0 percent of the net cost of the 27 projects. If 
it is assumed that the increase in value due to irrigation will apply 
only to the land presently irrigated, and that the other land, 
though irrigable, will not be brought under cultivation, then the 
probable additional losses on these 27 projects, under this assump- 
tion, will approximate $55,000,000. 

The fact that the Government advances the funds for construc- 
tion on an interest-free basis and for a somewhat indeterminate 
period makes rather difficult the task of comparing repayment 
experience on Federal projects with the experience on privately 
financed projects. The latter have by no means a clear record of 
repayment. In Bulletin 21-K, the California State Division of 
Water Resources published the status of refinancing plans of 72 
irrigation districts in California as of January 1, 1940. At that date, 
nine districts were in default, five of which had little prospect of 
refinancing, six districts had refinanced their bonds at less than 30 
cents on the dollar, 26 at from 30 cents to 70 cents and nine from 
70 to 90 cents. The remaining 22 districts had not found it neces- 
sary to default or refinance. However, there were included in this 
latter group several irrigation districts which had been formed to 
take over the works of. earlier ventures that had failed. Similar 
records of defaults on private irrigation ventures could be cited in 
the other Western States. Federal Reclamation Projects are not 
the only irrigation ventures with poor repayment records. 

On the credit side, these 22 Federal Reclamation Projects have 
provided 50,000 farms which furnish homes for 165,000 people. 
. An additional 500,000 persons live in towns on or tributary to these 
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projects. Roads, schools, and other public services have been pro- 
vided by these various communities. Much of the tax revenue 
necessary for the building and maintenance of these services has 
come from land irrigated by government water. The projects are 
all “going concerns” in the sense that farmers are cultivating the 
land, improving their homes and farms, increasing their equities, 
and living their lives much as farmers elsewhere on irrigated land 
are doing. Only in the matter of repayment, and only on some of 
the projects, is the picture somewhat cloudy. 

All of the reasons for the poor repayment experience are not 
easily discerned. Poor soil has been an important factor and prob- 
ably is the most important. Inadequate water supplies have neces- 
sitated abandonment of some irrigable land on some projects and 
the construction of additional storage on others. Political pressure 
appears to have forced consideration of some projects that were 
economically unsound. Land speculation on some projects diverted 
to early holders of the land, part or all of the increment in value 
that should have gone to pay construction costs. Much more de- 
tailed study is necessary to ascertain all of the reasons why the 
repayment experience has been poor. 

Since 1920, six projects, the principal purpose of which is to 
irrigate new lands, have been constructed and placed in operation 
by the Bureau. 

The Yuma Mesa Auxiliary Project has provided water for a 
small acreage in Arizona devoted to intensive cultivation. The net 
cost to June 30, 1943 was $900,710, representing $222 per irrigable 
acre. The repayment of construction costs on this project was 
handled under special legislation which provided that the Secretary 
of the Interior was “authorized to... sell... the lands... at 
public sale under suitable regulation, for not less than the reason- 
able value per acre of the land plus the estimated cost per acre of 
reclamation works to be constructed for the reclamation of said 
lands so set apart plus the proportionate cost per acre of the works 
previously constructed and available therefor.” Departmental 
regulations issued October 3, 1919 provided for sale of lands at 
$225 per acre.!’2 Purchasers were allowed three years in which to 
make payments. 


4 From Section 1, Act of January 25, 1917, Ch. 20, 39 Stat. 868. See Federal 
Reelamation Laws Annotated, U. S. Dept. of the Interior, Bureau of Reclamation, 
July 1936, p. 208. 

2 Thid., p. 208. 
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Only a portion of the irrigable acreage has been placed under 
water. For the last six years that crop data are available (1937- 
1942) the acreage in cultivation has been a little more than 1,400. 
In 1942, it was 1,480 acres or approximately 37 percent of the total 
irrigable area. The provision for the payment of construction 
charges before the project was settled resulted in the return to the 
Bureau of a considerakle proportion of the cost of construction. 
There is, however, this considerable acreage of land not yet irri- 
gated. It appears doubtful whether this land will pay its propor- 
tionate share of the unpaid construction charges. The fact that only 
37 percent of the project is irrigated after 20 years of operation 
indicates an unwillingness on the part of settlers to risk $225 per 
acre in an attempt to subdue the remaining lands. 

The other five projects are located in Montana, Oregon, Idaho, 
and Wyoming. The crop values per acre on these projects in 1940 
averaged only $23 per acre (table 6), or only a little more than 


TaBLE 6. PRoporTION OF IRRIGABLE ACREAGE IN CULTIVATION, 1942, AND Crop 
VALUE PER AcrE, 1940 AND 1942, 5 FepERAL REcLAMATION ProJects! 


Irrigable Area | Proportion Crop value 
Project acreage, | cultivation, | in cultiva- 
1942 1942 tion, 1942 


Acres Acres Percent 
Bitter Root, Montana? 16,431 16,431 100 
Frenchtown, Montana 4,878 1,823 87 
Vale, Oregon 80,000 28,041 93 
Owyhee, Oregon-Idaho} 100,690 88 , 208 88 
Rivertor, Wyoming 42,500 38,500 91 


Total or average 194,499 173,003 89 


1 Data for 1942 from Bureau of Reclamation. Data for 1940 from Annual Report 
of Sec. of the Interior, 1941, pp. 6-9. 


2 Private project reconstructed with Government funds. 


half the value on all regular projects of the Bureau that year, and 
one dollar per acre less than the value of crops in the four older 
projects with the poorest repayment records (see table 4). 

The construction costs per irrigable acre averaged higher on 
these five projects than they did on the earlier construction due un- 
doubtedly to the combination of greater difficulty in obtaining 
suitable projects and to the higher price levels prevailing during 
construction. The total amount repayable per irrigable acre on 
these projects averaged $161 (table 7). The increase in the value of 


2 
Dollars | Dollars 
16 24 
24 46 
28 46 
23 60 
21 29° 
23 47 
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Tasie 7. Totat AMount RepayaBLe, AMOUNT REPAYABLE PER [RRIGABLE 
or InnicatTion WaTER AND RELATION OF To VALUE, 
5 Feprrat Projects, as oF JUNE 30, 1943 


= 


Total repayable! 


Project to June 30, 1948 


Value of 
—— irrigation? 
gable acre 


Ratio of 
debt to 
value 


Dollars 
Bitter Root 1,464,279 
Frenchtown 279 ,099 
Vale 4,878, 589 
Owyhee 18,482,731 
Riverton? 6,310,987 


Percent 
241 
98 
248 
277 
$15 


Total or average 31,365,685 


273 


1 Data from the Bureau of Reclamation. 
? Based on 1930 and 1940 census values only. 
3 Power facilities installed by United States included in costs and power revenues 
will pay a substantial part of the cost of project. 


Taste 8. InrtGABLE Acreacr, CuLtivaTeD ACREAGE, ToTAL REPAYABLE, AND 
Amount RepayABLE PER IRRIGABLE ACRE, AND PER ACRE IN CULTIVATION, 13 
Feperat REcLAMATION Projects FuRNISHING SUPPLEMENTAL WATER SUPPLY 


. Total repayable! 
Irrigable | Area in | Total. 

Project acreage, oo | Per | Per 

1942 tion, | to June 30, | acre ir-| acre in 

1942 1943 

rigable | cult. 

Acres Dollars Dollars 
Fruitgrowers Reservoir, Colo. 2,600 1,889 198 ,075 76 105 
Pine River, Colorado 37,680 | 29,266 | 3,327,280 88 114 
Upper Snake River, Idaho 93,682 | 76,963 | 2,798,992 80 36 
Humboldt, Nevada 32,661 12,577 | 1,310,672 40 104 
Truckee Storage, Nevada 29,876 | 11,8747] 1,080,650 37 91 
Baker, Oregon 7,312 7,164 276 , 589 38 39 
Burnt River, Oregon 17,0167} 15,282 599 , 735 35 39 
Stanfield, Oregon 6,000 4,708 97 ,830* 16 21 
Hyrum, Utah 8,312 | 5,993| 928,579| 112 | 155 
Moon Lake, Utah 72,587 | 52,565 | 1,592,268 | 22 30 
Ogden River, Utah 19,654 13,909 | 4,358,118 222 313 
Salt Lake Basin, Utah 89,412*| 86,912?| 2,685,487 | 30 31 
Sanpete, Utah 12,717 10,376 373 , 256 29 36 

Total or average 428,950 | $29,478 |19,627,531 


year ending June 30, 1941, p. 46. 


1 Data from the Bureau of Reclamation. 
oe irrigated 1940. Reclamation Handbook, Bureau of Reclamation, 1942, 


"8 Maximum irrigable acreage, Reclamation Handbook, op. cit., p. 88. 
* Total repayable to June 30, 1941, Annual Report, Sec. of the Interior for the 
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183 66 
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land due to irrigation averaged but $59, resulting in a ratio of debt 
to value of 273 percent. This does not bid well for the future repay- 
ment of construction costs on these projects. The record of the 
Riverton project on which water has been available since 1925 
tends to bear out the statement. As of June 30, 1938, no repayment 
of construction costs had yet been made, with water still being 
made available to settlers on a water-rental basis. 

The Bureau has constructed 18 projects which furnished a sup- 
plemental water supply to 329,478 acres in 1942 (table 8). This is 
77 percent of the irrigable acreage the works were designed to 
serve. There is a wide range in cost per acre among this group of 
projects, a range which is not significant without further data as 
to the amount and adequacy of the supplemental water supplied. 
However, it is appropriate here to examine the Bureau’s investment 
in projects of this type. On the Ogden River project, the total re- 
payable costs were $222 per irrigable acre, and $313 per acre in 
cultivation in 1942. On the Hyrum Project they were $112 and 
$155 per acre. On three other projects, the Fruitgrowers, the Pine 
River, and the !Tumboldt, the costs exceeded $100 per acre in cul- 
tivation. It will require an intensive and profitable agriculture to 
repay costs as high as these. 

The droughts, the migration of families and the heavy relief 
expenditures in the Great Plains area during the latter thirties led 
to the Water Conservation and Utilization program.” 

“This program is designed to rehabilitate communities dependent 
on agriculture. It came into being largely as a result of the exodus 
of farm and other families from the Great Plains and their migra- 
tion westward in search of irrigated land on which to make a fresh 
start in life... . 

“Twelve projects have been authorized. They demonstrate what 
can be expected of the program. Through the use of limited reim- 
bursable funds, appropriated direct from the Federal Treasury, 
supplemented by allotments of Work Projects Administration 
labor and Civilian Conservation Corps enrollees, projects of this 
type advance the conservation of human and physical resources. 
Highly desirable social and economic objectives are attained.’ 

The program provides for rough levelling of land, construction of 
small farm ditches, and definite plans for land-use readjustments. 


% Interior Department Appropriations Act, 1940 (53 Stat. 685). 
™ Reclamation Handbook, op. cit., pp. 55-56. 
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‘Construction of the irrigation facilities is the responsibility of 
the Bureau of Reclamation. Land preparation and settlement are 
the responsibility of the Department of Agriculture . . . which vill 
also assume responsibility for the operation and for repayment 
contracts on most of the projects so far authorized.” 

Construction has been started on eleven of the twelve projects 
and by June 30, 1943, the Bureau had made an investment of 
$5,593,154, or approximately 25 percent of the estimated total cost. 
These projects will provide a full water supply for an estimated 
82,910 acres and supplemental water for 48,525 acres. The esti- 
mated total cost per irrigable acre is $172, about 44 percent or $76 
of which is reimbursable. The remainder of the cost will be covered 
by the non-reimbursable funds provided for W.P.A., C.C.C., etc. 

The Bureau of Reclamation had under construction in 1943, 17 
additional projects. The present repayable investment of the Gov- 
ernment as of June 30, 1943, was $408,157,643. The completed 
cost of these projects is estimated at $1,030,912,000. It is estimated 
that they will furnish a full supply of water to 2,465,000 acres and 
a supplemental supply to 4,412,000 acres. These new projects are 
becoming more complex. Power revenues are expected to pay a 
much larger share of construction costs than was the case on older 
projects. Flood control and municipal water supplies will also bear 
part of the costs on some projects. 

Examination of past experience can serve no useful purpose 
unless it provides some guides for future action. This brief analysis 
has brought out some of the reasons for the success or failure of the 
various projects. 

The repayment experience of the different projects is definitely 
correlated with the increases in land values due to the application 
of irrigation water. This increase in turn is due to the fact that 
under irrigation, the land has produced greater net income than 
it did without irrigation. This increase in land values sometimes 
is referred to as the direct benefit from irrigation. The direct benefit 
exceeded the costs of construction on those projects with the best 
repayment records. The direct benefits were only a third of the 
cost on those projects which are currently having the greatest 
difficulty making repayment. 

The costs on some of the more recent projects are quite high. The 


% Reclamation Handbook, op. cit., p. 57. 
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total amount repayable to June 30, 1943 averaged $183 per irriga- 
ble acre on the Owyhee project and $164 per irrigable acre on the 
Vile Project. The estimated costs of the Boise-Payette and Sho- 
shone-Heart Mountain projects now under construction are respec- 
tively $173 and $159 per irrigable acre. 

These projects are located in areas in which the lands now under 
irrigation are devoted largely to general field crops and to irrigated 
pasture, which is utilized to a considerable extent by dairy cattle. 
It is presumed that the agriculture on these newer projects will not 
differ markedly from that on the older projects in the same areas. 

This type of agriculture does not produce high gross returns per 
acre, and as a consequence, the benefits from irrigation, while 
definite and measurable, are not large. In 1940, the gross crop 
values on different irrigation districts within the Boise Project 
ranged from $15 to $35 per acre and averaged $24 per acre for the 
project. On the Shoshone Project, the range was from $19 to $30 
per acre with the project average $26 per acre. The 22 older projects 
on which most of this analysis is based had total repayable costs 
which averaged only $91 per irrigable acre (table 4) and gross crop 
values per acre in cultivation in 1940 of $41 (table 5). Even so, the 
repayment experience on these projects as a group has been poor. 
It is difficult to see how irrigation farming with gross returns as 
low as $20 to $30 per acre can repay construction charges of $160 
to $180 per acre. 

There is need for a continuing effort on the part of the Bureau of 
Reclamation to appraise adequately and conservatively the benefits 
from irrigation and to recommend to Congress only those projects 
for which reasonable repayment plans can be presented. There is 
grave danger, both to the Government and to the settler, in the 
setting up of projects on which any appreciable number of settlers 
find difficulty in meeting repayment charges. Widespread delin- 
quency, frequent moratoria and downward adjustment of contracts 
are detrimental to the morale of the settlers and operate in the long 
run to destroy their will to repay their contracted obligations. Con- 
sidering all of the projects built, the men of the Bureau have done 
well a difficult job. There is a challenge to them and to the agencies 
working with them in the job that still remains. 


LAND-GRANT COLLEGE POST-WAR AGRICULTURAL 
POLICY* 


Joun D. Brack 
Harvard University 


REPORT of a committee of the Land-Grant College Associa- 
tion on agricultural policy is a notable event and deserves 
more attention by far than any book on the subject that might be 
written by an individual author. The first full-dress effort of the 
Association along these lines was in 1927, after Congress had been 
struggling for eight years with the agricultural disturbances follow- 
ing the last war.' A second effort was in 1932, after the parity ratio 
had declined to 55 on the 1910-14 base, and the Federal Farm Board 
had struggled with the problems of agriculture for three years.” 
The violence of the depression in 1930-33, and the extremity of the 
measures taken to deal with it from 1933 to 1937, apparently kept 
the deans and directors so distraught that they were not able in 
these years to settle down to the task of thinking through an over-all 
policy. This third time they have seized upon the breathing spell 
between getting the war program launched and the reconversion 
period to do what they should have done in 1918, but did not get 
round to do until 1927. 

That they have done this is highly- important. It indicates that ~ 
the leaders in this important group of institutions have become in- 
creasingly conscious of the impact on agriculture of its rapidly 
changing social environment. Back in the early twenties, the deans 
and directors tended to think of agriculture like old-time professors 
of agronomy and animal husbandry. Secretary Henry C. Wallace, 
at a meeting of the Association in 1922, challenged them to stop 
thinking of agriculture’s problems as mostly within the individual 
farm, and to begin taking note of external factors also. They have 
made great progress since then in the direction he pointed. The 
events of the years since 1922 have been powerfully educative. 

Significant also in this connection is the fact that the committee 
preparing the first report consisted of seven deans or directors and 


* Postwar Agricultural Policy. Report of the Committee on Postwar Agricul- 
a Policy of the Association of Land-Grant Colleges and Universities. October, 
1944. 

1 Report of the Special Committee on the Agricultural Situation, Proceedings of 
the Land-Grant Colleges and Universities, November 1927. 

2 Report on the Agricultural Situation by the Special Committee, Proceedings of 
the Land-Grant Colleges and Universities, November 1932. 
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one economist; that the second committee included three deans 
and three economists; and that of the eighteen on this last commit- 
tee, five are professors of economics, and two of the administrators 
were once professors of economics. The ten deans and directors also 
included an engineer, a forester and a home economist. 

Had a report been prepared in 1918, it could not have done what 
the present report does. The deans and professors of that time 
had been living in an agricultural fool’s paradise from 1900 to 1917, 
with the world’s population pressing upon the world’s food supply, 
prices of farm products, in consequence, rising faster than other 
prices, and wages hanging down around their 1900 levels.*? They 
would not have foreseen in 1918 the changes that were to be caused 
by the war, and if they had, would have fought against the needed 
adjustments. This new statement of policy, in consequence is upon 
a different plane than its predecessors. It senses more fully the in- 
terdependence of the agricultural and other parts of the economy, 
and the common interest of all in high-level employment, and like- 
wise the interdependence of the economies of the different nations. 
These subjects, to be sure, were discussed in the two earlier reports; 
but they were not underlined as in this one. 

In the strict sense of the word, this report, like its predecessors, 
is a report of the committee which prepared it and not of the 
Association. The Foreword states that “the eighteen members of 
the committee have insisted that they alone are responsible for 
what is contained in the report.” No doukt some of the deans and 
directors have blinked at a few of its bold pronouncements; but 
probakly it faithfully represents the best thinking of the group. 

The titles of the three reports indicate one important difference 
among them. The first two devote most of their space to a descrip- 
tion of the “situation” and the reasons for it, and a minor part of 
it to measures. This report is nearly all discussion of measures. It 
therefore is able to analyze measures in considerable detail, and as a 
result to make more positive recommendations. 

An over-all observation is that the report as a whole suggests a bit 
too much of reciprocity in the Committee. The other members of 
the Committee deferred too much to those among them who were 

* In a survey which the writer made for the Wisconsin State Defense Council in 
1917, the wages reported for factory labor in the cities and towns outside of Mil- 


waukee ranged from $1.25 to $2.00 for 10-hour days. Ordinary carpenters around 


the state were getting 25 to 35 cents an hour in 1910, and ordinary day labor 15 to 
20 cents an hour. 
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assumed to understand best the conservation problem, the tenure 
problem, prices, and especially credit and the international aspects 
of agricultural policy. The result is that the report has a somewhat 
variegated pattern, very forward-looking in places, and somewhat 
the opposite in others. 

As a whole, however, the policy outlined is definitely progressive, 
and the Committee is to be commended highly upon the results of 
its labors. If the reviewer were a congressman he would vote for 
legislation that would implement it just as it is. He would suggest 
some amendments, to be sure, but if they were defeated, as prob- 
ably they would be, he would still vote for it as it is, and be as 
happy about it as an economist has any right to expect to be. The 
difficulty is that too many other congressmen wouldn’t—at least, not 
if they understood that they were voting for, within five years after 
the war, 10- or 12-cent cotton, $10 hogs, 75-cent wheat, and the 
like. The question would then arise: What departures, what com- 
promises, do we dare accept? It is one shortcoming of the report that 
it does not help enough with the second and almost inevitable step. 

It seems also necessary to say that if the legislation did not go 
further than suggested in this report in some important particu- 
culars, it would prove inadequate in the first five or ten years after 
the war. The program it outlines would have been entirely ade- 
quate for the period 1900-19, or any fairly normal period. It would 
probably have come as near to suflicing for the years 1920-29 as 
one has a right to expect of any program. But it would not have 
sufficed for 1930-39; and will not for 1946-60. The agriculture of 
this country is going to be faced with much greater changes after 
this war than after the last one. To begin with, production has ex- 
panded much more, and agriculture as a whole never has retracted 
in the past, and no strong reasons can be advanced for its doing so 
this time. The levels of national income associated with the high- 
level employment now being hypothesized do not promise a com- 
petitive-market domestic demand for food greater than 20 percent 
above that of 1935-39 if we take the BAE’s index numbers of per- 
capita consumption as a guide. 

In the second place, the agriculture of our country, especially 
some parts of it, is going to experience more drastic technological 
changes than in any period since 1900 at least. The combination of 
much higher wages for farm labor, new labor-saving equipment, and 
money to buy such equipment and also cheap fertilizer, is going to 
make over a lot of our farming. 
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The most important effect of high-level employment is scarcely 
mentioned in the report. If we really have it, several million more 
workers than normal will migrate to the cities in the next ten years, 
farm wages will rise still further till they are somewhere nearly on 
a level with urban wages, and in a few decades a half million or so 
of low-income farms will be absorbed within the boundaries of 
others or revert back to timber. The report should assign major 
import to the jobs that “full employment” will provide, and only 
second place to the “good consumer markets.’ The good markets 
alone will still leave us with surpluses, making still necessary a 
vigorous program of production and consumption adjustments. 

The report does state that consumption adjustments will help— 
in fact, devotes a total of thirty-three lines to their discussion. It 
mentions two types of consumption adjustment, “‘educational work 
to promote good nutrition,” and “‘subsidies, in one or more forms, 
to promote food consumption by low-income families.”” Having 
just completed, along with a joint committee of representatives of 
agriculture, business and labor set up by the National Planning 
Association, a draft of a national food and nutrition program in 
which agriculture’s part runs to five or six pages, or one-seventh of 
the total, the writer is inclined to think that the Land-Grant college 
group has not given enough emphasis to this part of a “sound 
agricultural policy.” A little space for this might have been found 
by squeezing a little the discussion of forest, range or water con- 
servation, or even of tenure and housing. 

Possibly the Committee did not consider consumption adjust- 
ment as agriculture. Well, then, neither is marketing of farm prod- 
ucts after they leave the farm, or credit on the other side of the 
bars in the bank cashier’s window., Certainly the offish, and even 
hostile, attitude of many agricultural leaders toward supplementary 
food distribution measures was a major factor in their slow evolu- 
tion from 1934 to 1940. 

No proper objection can be raised to the Committee’s referring 
to these measures as “subsidies”; but it might add to clarity to 
point out that public education, and even police and fire protection, 
are subsidies in the same sense. We tend to apply the term subsidy 
only to new types of aid to individual citizens and firms. 

The importance of consumption adjustment to agriculture is that 
if the diets of all our people were raised to a really adequate level, 


* Candidly, the reviewer does not expect to see employment near enough to full 
to absorb farm migrants at the rate here indicated. 
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and production adjusted to provide the needed foods, this alone 
would use all the surplus we can expect with high-level employ- 
ment, and a good fraction of it if we have lesser degrees of employ- 
ment. The more unemployment, the more the need for such dis- 
tribution. The report refers to the need for direct price supports to 
“cushion” the effects of possible depressions. It will be much 
better policy to try to sustain the demand for food by various meas- 
ures, including the stepping up of supplementary domestic dis- 
tribution. 

The contribution of production adjustment to the postwar situ- 
tion is presented more fully; but still it is not pointed up sharply 
except possibly in the case of cotton and wheat. The surpluses that 
will face us soon after the war ends, unless we forestall them, cannot 
be handled by half-hearted measures such as we attempted in 1933- 
40. Consumption adjustment alone will not suffice because it will 
not develop fast enough. If, in addition, we could take forty million 
acres out of cotton, and wheat, rye, rice and other food crops, and 
convert them into forage and feed-grain crops, to be used to pro- 
duce milk, butter, cheese, eggs and meat, the effect would be like 
taking thirty-five million acres out of production. Supplementary 
food distribution measures could easily insure the consumption of 
these foods. They are the kinds of foods which, along with vege- 
tables and fruits, are most needed to improve diets. A million dollars 
spent on a program of production and consumption adjustment 
thus integrated would achieve two or three times as much surplus 
reduction as anything attempted in 1933-40. It would, of course, 
give us more soil conservation at the same time. If such a program is 
to be in position to help in 1947-8, we must start upon it at once. 
Three years are needed to get more dairy cows into production. 

The discussion of the international phases of agricultural policy 
runs pretty much in old grooves—tariff reduction, multilateral 
trade, the United States as a creditor nation, we can’t sell if we 
don’t buy, etc. Back in the early thirties, we broke out of what were 
then the old grooves and came forth with reciprocal trading agree- 
ments. They represented a new approach to the problem. We are 
greatly in need right now of another new approach, one that will 
accept the principles of the trading agreements, but go well beyond 
them in application. The nature of such an approach is perhaps 
suggested by the word “positive.”” This means not stopping with 
attempts to sell abroad, but also helping to develop buying power 
abroad. It means planning production and exchange in advance and 
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internationally. It means that this country will deliberately plan 
with other countries to produce certain foods needed to raise their 
dietary levels, and to import other products, including foods, to 
balance the accounts. The exchanges can be as many-cornered as 
the heart desires. Unavoidably a limited amount of direction and 
control will accompany such collaborative efforts—but it will be 
public and not cartel control. 

Easily the best developed section of the report is that on Con- 
servation. This was terrain which half of the committee knew well 
from long battling over it. Its recommendation, as one would ex- 
pect, is that the soil conservation program of the nation be turned 
over “in large part” to “appropriate state agencies, in accordance 
with the well-accepted grant-in-aid principle.” It seems to be im- 
plied that federal assistance should be kept within close bounds, 
lest it carry with it too much control. Excellent as is this section of 
the report, it would be more helpful if it spelled out a more realistic 
plan for federal-state coordination—one that goes far in the direc- 
tion indicated, but not the whole way. 

There is even more need for spelling out the form of federal- 
state coordination needed in handling the work of the Farm Secu- 
rity Administration. The only statements bearing on FSA organiza- 
tion are that all government lending for rehabilitation purposes 
should be placed under one agency to avoid overlapping and reduce 
costs, that the land-grant colleges should not perform lending, regu- 
latory and similar activities, and that the function of regional 
offices needs to be studied. That close supervision of families re- 
ceiving rehabilitation loans is needed, is clearly stated, but nothing 
is said as to who is to do it. Unfortunately, the use of such loans is 
defined as “‘to relieve emergency situations.” They had this purpose 
when they were begun, it is true. The loans are now better desig- 
nated as “habilitation” loans—designed mainly to help families 
that never were habilitated. 

The remainder of this review consists of brief running commen- 
taries arranged in the order in which they naturally suggest them- 
selves: 

The best paragraph in the report is the following: 

“Although need for non-farm opportunities has been emphasized, 
it is vital to maintain in agriculture a sufficient number of efficient 
people. Consequently, attention should be focused not only on 
economic rewards of farming, but also on every aspect of rural 
living. In this way, agriculture will be able to retain its share of 
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ambitious and able young people, for it remains true that many 
thousands of persons who possess the necessary experience and 
energy, put forth the effort required, use good judgment, and take 
advantage of available private and public aids, will find their best 
opportunities on a farm.” 

The excellent definition of freedom as meaning “‘economic oppor- 
tunity open to everyone who is able and willing to work” would 
have been still better if it had reached a step further back to include 
equal access to good health and education in childhood and youth. 
(To add equal access to resources would perhaps be going too far!) 

The most serious defects of the competitive market for farm 
products are scarcely mentioned at all. These are its failure to ad- 
just total agricultural output downward and keep the terms of 
trade of agriculture and the rest of the society in good balance, and 
failure to prevent prolonged overproduction of particular products 
in certain situations. 

The cotton program presented to the Pace Committee by Secre- 
tary Wickard on December 5 is stronger and better developed than 
the Committee’s statement, but the two follow closely similar lines. 

The discussion of the cotton problem refers to the too little 
differential in prices among the grades as resulting in relatively 
high production of low-grade cotton for which there is little de- 
mand. The official figures on this point show that from 1928-32 
to 1938-42, ginnings of short-staple cotton (under 1 inch) in the 
United States were reduced from 76 percent of the total to 43 per- 
cent,—a rather amazing achievement, but of course not enough. 

A fraction of the 3,000,000 family-type farms mentioned ought 
to be called “‘smallholdings” instead. A smallholder’s income will 
satisfy some of these, but most of them need more resources if 
they are going to be able to give their children a chance at a good 
education. 

The purchasers of farms under the tenant-purchase program have 
thus far averaged assets of $1800 against $7400 of farm capital 
invested in their enterprises. This 24 percent measures up pretty 
well to the 15 percent, plus a good equity in the working capital, 
suggested in the report. Perhaps in some territory the loans have 
been made on too narrow a margin; but the Tenant-Purchase ad- 
ministrators deserve commendation rather than implied censure 
on this score. Also it is more important to use the tenant purchaser’s 
resources in properly equipping the farm than in making down 
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payments on the real estate, under the very good purchase con- 
tracts that are offered. 

The part-time farming of the future may include more production 
for the market than in the past, because of shorter workweeks and 
the development of equipment suited to such farming. The average 
part-time farm in 1930 had 47 acres of land. Some of this is wood- 
land that needs to be improved. 

No mention is made of one of the most important needs of a land 
purchase program—to assist in the reconditioning and re-laying-out 
of land into economic units and transferring it back to private 
ownership. 

No provision is made for long-term credit at very low interest 
rates to assist owners in improving their land by drainage, small- 
scale irrigation, pasture improvement, woodland improvement 
and the like. Such credit instruments are particularly needed for 
woodland development. 

Credit will also need to be available as never before to facilitate 
the absorption of land into neighboring farms as mechanization 
and migration proceed. Otherwise, large acreages of land will grow 
up to brush in some sections of the country. 

The highest levels reached in the report are in the sections asking 
for an extension of social security to farm people, for improving our 
system of tenancy and establishing the legal status of the cropper, 
for raising wages of farm laborers and improving their housing and 
working conditions, and for better rural school and rurai health 
facilities. 

The only dangerous suggestion is in the proposal that the “per- 
manent national agricultural policy committee” be composed of 
representatives from the Land-Grant Colleges, the U.S.D.A. and 
the national farm organizations. A committee so constituted might 
easily become a governmentally entrenched pressure group in be- 
half of agriculture, or particular agricultural institutions, because of 
the close affiliation existing between some of the major members in 
these groups. The report starts out with strong condemnation of 
government in behalf of special interest groups, and ends with a 
proposal that could readily lead to exactly such a result. The deans 
and directors would be well advised to ask for some help on their 
committee from representatives of the general public. They surely 
would need such protection sometimes if they mean what they say. 


NOTES 


EFFECTS OF CHANGES IN OUTPUT ON FARMERS’ 
COSTS AND RETURNS* 


HE principal objective in wartime food production has been 
to find ways and means of increasing output of the products 
that were most needed. It has not been possible always to work out 
programs that resulted in obtaining the needed increase with the 
least possible expenditure of farm resources. After the war, changes 
in demand are likely to necessitate changes in the volume of output 
of many farm products. To make the necessary adjustments at the 
lowest possible cost to individual farmers and to the nation as a 
whole, an understanding is needed of the nature of the impact of 
changes in output on the farmer’s costs and returns. 
It is often stated that the only way to achieve a nationally de- 
‘sirable distribution of production is to permit prices to fluctuate 
freely in accordance with changing demands for the different 
products, and then for producers to adjust their production in re- 
sponse to price changes. Under wartime price control this is obvi- 
ously impossible. But it is doubtful whether the desired result would 
be achieved even under peacetime price and production conditions; 
first, because under any conditions that have been experienced, the 
prices of many production resources are institutionally determined 
at levels that limit their use—freight rates, for instance; and second, 
because of the high proportion of fixed to variable costs in farming. 
Although the nature of farming costs, and of changes in costs with 
changes in the volume and the distribution of production of farm 
products should be well understood, there are many evidences that 
this is not the case, hence some further discussion may be in order. 
Production changes in the immediate pre-war period as well as 
wartime changes indicate that the farmer’s reaction to changing 
costs and prices varies in accordance with prevailing cost conditions 
on his own farm for different levels of output of each product. The 
individual farmer can maximize his income only by increasing his 
output up to the point where the cost of the last unit of product is 
equal to the price received; and most important of all, the price to 
him does not vary with changes in his own output. With a given price 
expectancy he plans production in accordance with cost and other 
production conditions on his own farm. 


* This statement presents only the author’s personal viewpoint on the problems 
that are considered. 
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The shape of the cost curve for a single product on the individual 
farm depends on: (1) opportunities for producing alternative enter- 
prises, and (2) whether the present level of production maximizes 
the use of fixed resources. The additional costs per unit of additional 
product, of wheat for example, will rise sharply if some other product 
is crowded out as wheat is increased. If there are no alternative 
products the additional costs for added output are only the variable 
expenses that must be incurred to increase output. Sometimes these 
variable expenses are very low in relation to the value of the added 
output. 

. It is now quite evident that in the pre-war period most family 
farms had partially utilized capacity in land, labor and equip- 
ment. Looking forward beyond the war period, when more farmers 
will have bought new mechanical power and associated equipment, 
and when perhaps more members of the family will be home on the 
farm, labor and equipment resources again will be only partially 
utilized. This will create pressure for expanding the size of the busi- 
ness—either in terms of acres or by increasing the yield per acre or 
per animal. Reducing output under those conditions would mean 
even less use of available labor and equipment. In other words, the 
farmer who could produce at lower average costs if he had a larger 
volume cannot afford to cut production below the prevailing level. 
On the other hand, if some farmers are operating at levels above 
their lowest average costs they can afford to reduce production as 
prices decline, but only to the point of their lowest average costs. 


Illustration from Wheat Production 


Adjustments to changing costs and prices may be illustrated by 
taking as an example a 640-acre wheat farm in northwestern North 
Dakota. This is a specialized wheat area with beef or dual purpose 
cattle and sheep about the only alternatives to wheat. In fact, even 
cattle and sheep represent alternatives only as minor enterprises. 
On 640-acre farms the income would be drastically reduced if these 
were to become the major enterprises. 

With wheat selling for $1.00 per bushel and calves off the range 
at $40, the comparative income available for use of the land, de- 
preciation on buildings and for the time of the operator and his 
family—in other words, net return for use of the fixed resources— 
might be as follows: 
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Income to Fixed Resources—Normal Output and Income 
Wheat major, cattle minor enterprise $1,400 
Cattle major, wheat minor enterprise 800 


Income advantage of wheat as main enterprise +8 600 


The above comparison indicates the income advantage of the 
wheat and cattle combination over the cattle and wheat combina- 
tion at given prices and costs; and also assuming that farmers of 
the area have had an opportunity to adjust themselves to that cost 
and price structure, and to the public costs prevailing in the area. 

These income results may now be compared with another area, 
let us say, southwestern North Dakota, where wheat production is 
more risky, and where, under the same price and cost conditions, 
farms of 1,280 acres in size prevail, where land values are only 
about half as high, and where cattle have an advantage over wheat 
_as the main enterprise. The comparison would stand about as 
follows: 


Comparative Income to Fixed Resources of Two Competing Areas— 
Normal Output and Income 


Northwest Southwest 
North Dakota North Dakota 
Wheat and cattle $1, 400 $ 700 
800 


Cattle and wheat 1,200 


Income advantage ‘ +$ 600 —$ 500 


The above comparative illustration indicates that under the 
assumed conditions the typical northwest North Dakota farmer has 
an income advantage in the wheat-cattle combination, whereas 
the two enterprises are reversed in southwest North Dakota. The 
latter is also a higher risk area, and average incomes are lower. 

We might reason from this illustration that farmers should move 
from southwest North Dakota to northwest North Dakota in suf- 
ficient numbers to equalize returns to farm families in the two areas 
(after correcting the income to fixed resources for differences in re- 
quired investment). It would then also be said that after such move- 
ment has taken place, farmers in the two areas would be operating 
in line with their comparative advantage (providing other areas 
are also in similar adjustment) and that any other combination 
would result in lower net incomes to farmers of the two areas, and 
in a smaller national product. 

Conditions are constantly changing, both within each farming 


= 
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area and among areas, and it might be assumed in line with the 
above reasoning that if prices are permitted to fluctuate freely in 
response to changing supply and demand conditions, a new equi- 
librium would be reached. If, therefore, prices of cattle rose and 
wheat prices declined, it would mean shifting to more cattle and 
less wheat in northwest North Dakota and, perhaps, to all cattle 
in southwest North Dakota. But this offers no immediate solution 
to the problem. Once the sodland has been plowed to produce wheat 
in western North Dakota, it supports fewer livestock. Furthermore, 
once farms have been split up into smaller sizes for more intensive 
farming, a structure of fixed costs has been established, both on the 
farm itself and for the support of public institutions, that cannot be 
carried ty a less intensive farming pattern. Farmers, therefore, will 
struggle desperately for a time to maintain this structure. And al- 
though it becomes impossible to meet the fixed costs in wheat 
farming, it is even more hopeless to do so with the less intensive 
cattle enterprise. 

Because of the high proportion of fixed to variable costs, and 
because of the lack of closely alternative enterprises in these farm- 
ing areas, the volume of production of wheat or of cattle will not 
be quickly and automatically adjusted to changing demand in 
response to changing prices. Maladjustments will persist over con- 
siderable periods of time, unless steps are taken to correct them. 

In a severe depression when prices of all products are low, pro- 
duction of many products may actually increase if any return above 
variable costs can be obtained. Thus, if prices of both wheat and 
cattle declined, there would be no gain in income even ‘if a shift to 
more cattle could be made quickly. Therefore, more wheat rather 


than less might be grown in an attempt to meet a larger share of 
the fixed costs. 


Adjustment to Lower Prices 


In order to get a better understanding of some of the income and 
production problems in depression as well as in prosperity, we might 
trace the effects of changing economic conditions on the costs and 
income of the northwest North Dakota wheat farm of 640 acres that 
was used in the previous illustration. Table 1 shows average and 
additional costs per bushel with a changing volume of wheat pro- 
duction on a farm of this size, assuming average yields of wheat of 
10 bushels per acre. The term “direct costs” as used in this illustra- 
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tion should be interpreted as the costs directly attributable to wheat 
production plus the reduction in income from cattle, if any, that 
results from increasing the wheat acreage. It should be kept in 
mind that the direct costs include the reduced income from cattle. 
These might be shown separately, but it would make the illustra- 
tion more complicated. 


TABLE 1. VARIATIONS IN Costs AND RETURNS FROM WHEAT PRODUCTION WITH 
CHANGEs IN OuTPUT ON A 640-ACRE Farm 


Bushels Gross Net 
produced returns from} returns 


(ave. yield wheat at from 
10 bu. acre) (total) (total) -) $1.00 per bu.| wheat 


Dol. . Dol. 

872 —72 
1,000 P 0 
1,104 96 
1,197 j 203 
1,280 320 
1,350 d 450 
1,410 F 590 
1,452 ; 748 
1,500 R 900 
1,584 ; 1,016 
1,736 1,064 
1,950 1,050 
2,240 960 
2,584 : 816 
2,988 . 612 
3,420 . 380 


COD 


CO CO CO CO CO 2 


00 
00 
00 
00 
000 
200 
400 
600 
800 


At $1.00 per bushel for wheat and $40 for calves, about 2,800 
bushels of wheat would be produced at a direct cost of $1,736, 
leaving a net return from wheat of $1,064. A net return from cattle 
of $336 gives the total net income of $1,400 shown in the previous 
illustration. If more wheat is produced the “additional costs” rise 
sharply because these include the reduction in income that would 
result from a smaller cattle enterprise as more land is’devoted to 
wheat. 

If wheat prices should drop to 70 cents per bushel, with costs re- 
maining the same (which often happens), wheat productien would 
only drop back to 2,600 bushels—the point of lowest average direct 
costs. This is a reduction of only 7 percent; and, even though other 
wheat producers made similar reductions, it is likely that too much 
wheat would be produced in relation to other products, and wheat 
prices would not be much higher. But our northwest North Dakota 


Bu 
800 
1,000 
1,200 
1,400 
1,600 
1,800 
2,000 
> 
> 
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wheat farmer would sell his 2,600 bushels of wheat at 70 cents, 
getting a gross return from wheat of $1,820, and a net return of 
only $236. 

Suppose that about that time a program similar to the pre-war 
AAA allotment and CCC loan program is inaugurated. Wheat 
acreage would be cut say 30 percent—from the then prevailing 
260 acres down to 180 acres. The results might be as follows: 


Returns from Wheat under Allotment and Loan Program 


Production of 1,800 bushels of wheat at 70¢ $1, 260 
Price increase under a loan program, 30¢ per bu. 540 
Allotment payment—2,600 busheis at 10¢ per bu. 260 


Total income from wheat $2,060 
Direct cost 1,350 


Net returns from wheat $ 710 


The return of $710 compares very favorably with the previous 
low return of $236. But it is still unsatisfactory for the wheat farmer 
who in past years was producing 2,800 bushels of wheat which sold 
for $1.00 per bushel. If he has indebtedness which was incurred 
when he grew 280 acres of wheat, he still would have a very 
unsatisfactory income, even though the land released from wheat 
would produce some feed for cattle.! 

As an alternative to a wheat restriction and loan program that 
would have these results, the possibility should be considered of 
finding consumption uses for the volume of wheat that represents 
normal production, unless the demand for wheat is permanently 
reduced. Both approaches should be considered as temporary or 
transition programs. If the demand for wheat is permanently re- 
duced we should look forward to a thoroughgoing readjustment in 
the economy of wheat producing areas. Such permanent readjust- 
ment would include assistance to farmers in adjusting to a lower 
level of land values and increasing the size of farms so as to permit 
satisfactory incomes from the less intensive cattle enterprise and 
other possible alternatives. It also would mean reorganization of 


1 Given time enough for adjustment, the eventual result of a restriction program 
applied to one product in an area is an expansion of alternative enterprises; but if 
they are less intensive, lower income enterprises they will not offset the income loss 


from the main enterprise. Furthermore, restriction of the main enterprise below the 
volume of lowest average costs creates pressure for substituting other resources for 
land to increase the output per acre of the product restricted at the same time that 
the output of alternative products is increased. 
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local institutions to lighten the local tax load. And some farm 
families might also need assistance in shifting to other areas, or 
into other occupations. In the areas where there are no satisfactory 
alternatives to wheat it is possible that assistance in increasing the 
size of farms and adopting improvements that result in lower costs 
would enable farmers to carry on in wheat production. 

However, if the drop in demand for wheat is temporary, and, even 
as a means of tiding over the transition period to growing less wheat 
the possibility of additional, lower-price outlets for wheat should be 
explored. If a portion of the crop can be sold at prices below the 
$1.00 per bushel that would be established for domestic food uses 
under a program devised to maintain normal prices, such outlets 
should be sought. 

Wheat is an excellent livestock feed, and under the conditions 
assumed, a part of the production could be sold for feed. A combina- 
tion program could be worked out that would give farmers the 
equivalent of “normal prices,” ($1.00 per bushel) for the wheat 
going into domestic food uses, and prevailing market or feed prices 
for any additional amount that growers wanted to raise. Perhaps 
the simplest way to develop such a program would be to establish 
a “normal production base” on which to make price adjustment 
payments at rates that when added to prevailing market prices 
would give farmers a “normal price”’ for “base production.” The 
“base” could be computed in several ways. One would be to take 
the 1935-39 average per capita domestic food consumption of wheat 
and multiply it by the estimated population for the given year. The 
resulting product would be the national base production on which 
price adjustment payments would be made. Each producer would 
be free to grow as much wheat as he desired, but he would get 
price adjustment payments only on his proportionate share of base 
production. No individual farm bases would be computed. 

Under such a program the wheat needed for food uses alone prob- 
ably would be roughly 65 percent of the total production. Wheat 
from this proportion of the wheat acreage could be supported at 
the “normal price” of $1.00 per bushel by means of a price adjust- 
ment payment. The wheat from the balance of any grower’s acre- 
age would bring only prevailing market prices, and all wheat would 


sell at market prices. On our North Dakota wheat farm the returns 
would be about as follows: 
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Returns from Wheat under a Price Adjustment Program—Low Market Prices 
2,700 bushels wheat at 67 cents (market price) $1,809 
Wheat adjustment payments (83 cents per bushel for 65 percent of 2,700 bu.) 579 


Total returns from wheat $2 ,388 
Direct cost for 2,700 bushels wheat 1,660 


Net returns from wheat $ 728 


The above illustration indicates that a price adjustment program 
might be devised which would give the North Dakota wheat farmer 
just as large a net income from his wheat enterprise as under the 
crop restriction program. The direct government payment would 
be larger, but more food would be produced. The land, labor and 
equipment on wheat farms would be more fully utilized. Wheat 
would sell at lower market prices which would increase consump- 
tion both for food and for feed. More feed would be available, and 
this would mean more food of other types. Similar price adjust- 
ments might also be needed for other products. The result would be 
a relatively low structure of farm prices and a high level of produc- 
tion, with farm incomes maintained at least as well as under direct 
price support and crop restriction. Retail prices of food would be 
much lower because some of the distributive margins are on a per- 
centage basis. The net gain from such a program compared with 
production restriction would be a plentiful, low cost food supply, a 
well-fed population, and a larger market for farm products. Also 
the prevailing market prices would serve as a better guide to adjust- 
ment of acreage.” 


Adjustment to Increased Production and Higher Prices 


The above illustration of adjustment to a depression situation 
can be contrasted with a wartime situation which makes it neces- 
sary to produce more wheat for food uses. Suppose that our North 
Dakota farmer would be asked to grow about 30 percent more 
wheat than under normal conditions, how would it affect his cost 
and income situation, and how could the increase be produced at 
the least cost to the nation? 


? The recent report of the Association of Land-Grant Colleges and Universities 
entitled “Postwar Agricultural Policy” has appeared since this article was sub- 
mitted for publication. It suggests the direct payment method for meeting wartime 


commitments to farmers, and also as one of the steps in alleviating severe depression 
conditions. 
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Since farmers cannot be expected to increase wheat acreage if it 
means lower incomes, we need to watch the effect of increased pro- 
duction on direct costs. Going back to Table 1 it may be seen that 
800 bushels of wheat (a little less than a 30 percent increase) added 
to 2,800 bushels of normal production has an additional cost of 
$2.02 per bushel. It therefore would be necessary to pay about that 
price to get a production of $3,600 bushels on this farm. But it is 
not necessary to pay that much for more than the last few bushels 
of wheat when 3,600 bushels are produced. Of course, it is not feasi- 
ble to vary the price for every few bushels that are added to output, 
but it seems clear that the most effective way to increase output 
would be to make additional payments to cover the extra costs of 
the increased output. The output that under normal conditions 
would sell for $1.00 per bushel could still be sold at that price unless 
expenses of production had increased. 

If this approach were used to obtain needed wartime increases, 
our North Dakota wheat farmer would fare as follows: 


Returns from Wheat under Wartime Price Adjustment Program— 


Increased Production 
8,600 bushels wheat at $1.00 per bushel $3 ,600 
Price adjustment payment on 800 bushels wheat at $1.00 per bu. 800 


Total returns from wheat 


$4, 400 
Direct cost for 3,600 bushels wheat 


2,988 


Net returns from wheat — $1,412 


If this approach were followed, the farmer’s net income would be 
increased about proportionately to the increase in output. 

If, on the other hand, support prices are raised to cover all of 
the additional cost for this volume of output, about $2.00 per bushel 


would be paid for the entire 3,600 bushels, and the result would be 
as follows: 


Returns from Wheat under a High Support Price Program—lIncreased Production 
3,600 bushels wheat at $2.00 bu. $7,200 
Direct costs 2,988 


$4,212 


Net returns from wheat 


With the latter method of obtaining the increased output, the 
farmer’s net income is increased by nearly 300 percent over his 
normal income. This represents a much larger increase than is 
needed to obtain the extra output. Furthermore, it has the disad- 
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vantage even to farmers of not differentiating between a payment 
for emergency production and the normal returns for normal out- 
put. After the war it probably will be necessary to return to the 
normal volume of output for many products, and if extremely high 
prices have been paid during the emergency, a high cost structure 
will have been established that it will be difficult to adjust to a 
normal output basis. 

The above illustrations of the effect of changes in volume of out- 
put on farmers’ costs and returns have been stated in terms of 
wheat farming—and with hypothetical yields, prices and costs; 
but the principles that are illustrated hold under actual conditions. 
As we go forward in the transition from wartime to peacetime pro- 
duction, the demand for many farm products is likely to be smaller 
than during the war period. The effect on farmers’ costs and returns 
of reducing output will then come up for discussion, especially in 
view of present commitments to support prices after the end of the 
war emergency. Farmers should seriously consider whether, in view 
of the relationships between costs and volume of output, they can 
afford to price themselves out of any potential markets for farm 
products. 


SHERMAN E. JoHNSON 
Bureau of Agricultural Economics 


STUDENT OPERATION OF A LABORATORY FARM 


TYPICAL Corn-Belt farm of 190 acres was provided by Iowa 
State College in 1942 for use as a student laboratory in farm 
operation. At the same time a new course in farm operation, desig- 
nated as Agriculture 450, was authorized. Shortly afterward a new 
curriculum in farm operation with the object of training farm 
operators was approved by the faculty of the college. The new cur- 
riculum is a regular four year course of study with emphasis on 
agricultural subjects in the freshman and sophomore years and on 
general science and arts in the junior and senior years. Agriculture 
450, however, is scheduled in the junior or senior year. 

The first class in Agriculture 450 with 26 students took over the 
management of the farm in January 1943. Enough experience has 
been gained with the seven classes which have completed the course 
to warrant this preliminary report on the project. The report is 
divided into three parts, first reasons for the project, second organ- 
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ization and operations, and third tentative principles and conclu- 
sions derived from the project to date. 


I. Reasons 


A feeling that something was lacking in farm management labora- 
tory methods was responsible for this new educational experiment. 
Some years ago an attempt was made by the author to supply this 
lack by bringing the student into closer contact with farmers.! 
Classes were divided into groups and each group was assigned to 
study one farm for as long as three months. During this period 
the students would discuss the farm organization and manage- 
ment problems with the farmer and make recommendations for 
the farmer to consider. Although this extended study of one farm 
plus trips to other farms provided a more comprehensive labora- 
tory, it still was incomplete. There was no opportunity for the 
students to make mangement decisions themselves. To provide this 
opportunity, Iowa State College made available for the use of 
students a typical farm located about three miles from the campus. 

Before graduating from college a student expecting to operate a 
farm should have a working knowledge or training in at least four 
fields, first the farm practices of his area, second the scientific prin- 
ciples of crop and animal production including the use of power 
and equipment, third the business principles of farming, and finally 
the making of management decisions. The student may have cov- 
ered the first field in part before he comes to college. The second 
and third fields he has a good chance to cover in college but the 
fourth field of decisions is one in which he has at present little 
opportunity to obtain training while in college. 


II. Organization and Operation 


The college administration was asked to make available a farm 
unit which could be used as teaching equipment, in the same cate- 
gory as microscopes, dairy manufacturing equipment, agricultural 
machinery and livestock. It was pointed out that the cost of opera- 
tion should not be excessive because the students, if they followed 
the teachings of their instructors, should be able to make the farm 
pay. If they could not make the farm pay then it might be desirable 
to examine the instruction. The administration was also asked to 


<r Should Farm Management Be Taught?” this JournaL, November 
1938. 
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provide a revolving fund budget which could be used to finance 
the first year of operation; no small item as it turned out in 1943. 
The administration provided both the farm and the budget needed 
to start the project. 

The only limitation imposed by the college administration is that 
each expenditure and sale be approved in advance by the instruc- 
tor-in-charge. This limitation does not handicap the students. In 
fact it is an incentive because it gives the instructor an opportunity 
to require written reports or oral justification in support of pro- 
posed purchases and sales. In a very real sense the instructor is a 
combination auditor and board chairman, leaving all the initiative 
for action with the students. 

Plans for the organization and operation of the farm were started 
by three students in the Fall of 1942, the first formal course in the 
operation of the farm began in January 19438, and the farm was 
turned over to the students on March 1, 1943. The first class de- 
voted most of its time to planning the livestock and crop enterprises, 
to buying necessary equipment and to hiring a man to take care of 
the livestock. 

In the beginning the students decided it would be more econom- 
ical to hire their field work on a custom basis than to buy a full line 
of equipment at the high prices prevailing during the winter of 
1943. Furthermore the College was willing to provide machinery 
and equipment service on a custom basis to the student farm as it 
did for all departments. Accordingly the students limited their pur- 
chases to a manure spreader, portable hog houses, a brooder house, 
and some other smaller items. They also purchased two mules, 
well along in years, for a relatively small sum to use for chore work. 
These purchases were arranged entirely by the students after con- 
siderable argument and discussion both inside and outside the 
classroom. 

The students had charge of their own class meetings. Chairmen 
were selected and committees appointed to study and report on 
the different projects. The committee system was later discarded 
in favor of giving each individual a specific responsibility and as- 
signment. The instructor attended the class meeting but did not 
take part in the proceedings unless he was asked. One of the stu- 
dents was chosen as secretary to record the actions of the class which 
were carried out in regular parliamentary procedure. 

A good example of class procedure was the hiring of the man to 
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move on the farm and take care of the livestock. A committee of 
three students was given the responsibility of hunting prospects, 
interviewing them, obtaining references, and reporting back to the 
class. Three likely prospects were found by the committee and rec- 
omended to the class. These three prospects came to special meet- 
ings of the class and discussed the job, wages and other arrange- 
ments. After extensive deliberations, the class on the recommenda- 
tion of their special committee voted to hire one of the applicants, 
Mr. Roy Picht. They then. presented their recommendation to the 
instructor with references, and supporting evidence on current wage 
rates. The instructor found the report acceptable and recommended 
it to the administration for approval which was given. On March 1, 
1943, Mr. Picht with his family moved on the farm to work under 
the supervision of the class. 

Livestock projects took a great deal of the class effort in the be- 
ginning stages. What kinds of livestock and how much were ques- 
tions which precipitated heated arguments in several instances. 
Some students wanted to specialize in hogs, others wanted diver- 
sification in hogs, dairy cows, sheep and poultry. Still others 
wanted to carry on cattle feeding with hogs but without dairy cows. 
After much discussion and a formal debate between dairying and 
steer feeding, the issue was finally decided in favor of hogs plus 
small dairy and poultry enterprises. 

Another battle raged over how many hogs to raise. Early in the 
winter 10 gilts were purchased and bred, later 12 more were added, 
and finally several students decided that 5 more should be pur- 
chased. During the height of the discussion on adding this last 
group of 5 gilts one student obtained the floor to give the reasons 
why he thought the hog project was being expanded beyond the 
point of marginal returns. He used so effectively what he learned 
in his economics course taken two years earlier, that the 5 addi- 
tional hogs were never purchased. As it turned out, most of the class 
came to the conclusion later that even 22 sows were more than 
could be handled profitably. 

The crop plan and layout of the fields provided another series of 
problems. Each student was asked by the instructor to prepare a 
crop plan and field layout for 1943 with reasons in support of his 
recommendations. These were turned over to the committee in 
charge of the crop project. After the committee had an opportunity 
to study the various possibilities, and there were many of them, it 
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presented its recommendation to the class as a whole. Fortunately 
this project was started early in the winter because the class de- 
bated several weeks before it finally approved a crop plan. 

One of the crop problems which created a lively discussion was 
the seeding of legumes. The class split almost evenly on alfalfa and 
red clover. Since the land had been heavily cropped with corn in 
preceding years, the students wanted to rotate the legumes over 
the farm as rapidly as possible. If alfalfa was left on a field from 
three to five years it was obvious that it would take a long time to 
get alfalfa around the farm. Those urging the alfalfa seeding, how- 
ever, suggested that the alfalfa be plowed under at the end of the 
following year the same as the red clover. The red clover advocates 
insisted that the alfalfa seed would be too expensive and the risk of 
not getting a stand too great. The alfalfa enthusiasts claimed that 
the alfalfa yield would be enough larger than the red clover to over- 
balance these disadvantages. For a time it seemed as though an 
impasse was inevitable but one of the students suggested that the 
field of 30 acres be divided into 15 acres of alfalfa and 15 of red 
clover with the whole field plowed under the following year. Quick 
agreement was secured for this suggestion and the field was seeded 
in this manner in 1943. In 1944, the first and second cuttings of 
alfalfa yielded 34 tons and the first cutting of red clover 30 tons. 
The students sold 47 tons at $19 per ton for $900 and put 17 tons in 
the barn. 

A crop decision made in the spring of 1944 illustrates the way the 
class functions. The manager of the local canning plant came to the — 
instructor with a contract for the raising of sweet corn on a 13 acre 
field on the student farm. The instructor referred the manager im- 
mediately to the students who asked him to a meeting of their class 
at which the manager presented his contract and urged the students 
to sign up to raise the sweet corn. In this instance the instructor 
purposely absented himself from the meeting so that the students 
would assume major responsibility. After hearing the manager, the 
class appointed one student to investigate the proposition and re- 
port back with recommendations at the next class meeting. At the 
next meeting the student gave his report but it was not in enough 
detail so the class asked for a more complete statement showing 
estimated costs and returns for field corn and sweet corn. This was 
prepared and given at the following meeting. The report showed 
no difference in profit between the two enterprises. Since the differ- 
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ence between them was so small and the labor of picking the sweet 
corn presented more of a problem than for the field corn, the class 
decided against the sweet corn contract. 

To provide continuity and information, records are kept on each 
enterprise in a project book and records of class discussions and 
formal actions are preserved in a minute book. For example, all the 
details connected with the hiring of labor are filed in a labor project 
book; all plans, recommendations, crop maps, yields and other per- 
tinent crop data are filed in a crop book, and the same holds for the 
hog, dairy, and poultry enterprises. Each individual who prepares a 
report and makes a recommendation to the class has to file his re- 
port. These reports are particularly helpful to the student who takes 
over a project because he can find in one place all the information 
needed to familiarize himself with what has gone on before. 

An opportunity to make mistakes is a significant feature of the 
farm laboratory course. An example will illustrate the effectiveness 
of this feature. In the first year of operation, the students proposed 
_ anew field layout which required the building of a lane fence. When 
the plan was approved by the class the student in charge went over 
it with Mr. Picht, the man at the farm. Mr. Picht pointed out that 
the lane was not wide enough especially where it made a right angle 
turn. The student insisted, however, that the width was sufficient 
so Mr. Picht proceeded to install the fence as directed. All went well 
until haying time. The first load of hay could not make the turn in 
the lane so the fence had to be taken down to let it through. Any 
loss of time, however, was more than made up by the value of the 
lesson to the students. 

Another action taken by the students which turned out unsuc- 
cessfully was the purchase of two cows being sold out of a dairy 
herd. Since the students had a chance to buy the cows at the market 
price for beef cows they decided they couldn’t lose much. After 
several months they found that the cows were not giving enough 
milk to pay for their feed. When they discovered they were losing 
on the cows, they sold them but in the meantime the price for beef 
cows had dropped bringing them $50 less for the two cows than they 
had paid for them. But the loss of $50 was a small price to pay for 
the experience gained not only by the students who participated 
but also subsequent students who will read the record of the trans- 
actions. 
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III. General Principles and Conclusions 


1. Student decisions. By all odds the outstanding principle in the 
course is that success is obtained in direct proportion as the stu- 
dents are given definite responsibility and allowed to make impor- 
tant decisions. Whenever the instructor indicates his preference, 
tells the students what they ought to do, or takes over any responsi- 
bility, the students lose interest. There is no half-way solution, 
either the farm is run by the students or by the instructor. If the 
instructor takes the responsibility then the students fail to get the 
training in making decisions. 

Decision making is a great unexplored field for agricultural edu- 
cation. A common practice in agricultural colleges has been to give 
the student an opportunity to work in the barn or in the field at an 
hourly wage or to earn his food and lodging. But the student has 
been the hired hand, not the manager. Many of these students were 
already expert at doing farm work. What they did not know was 
how to plan, to give orders, to be responsible, in short to manage a 
farm. The fact is that students have been given four years of college 
training on how to farm but have had little chance to try out their 
management ability while getting all this information. The farm 
laboratory was designed to correct this defect. When the student is 
a freshman and sophomore he will become acquainted with the 
laboratory farm, through class room problems and discussions with 
his upper class mates who are managing the farm. Later as a junior 
or senior the student will have his chance to be a manager, make 
decisions, and test his ability against that of his class mates and 
former students. 

2. Non-department organization. From the beginning the farm 
and the laboratory course have been directly under the Dean of 
Agriculture and not in any one department.? The purpose is to make 
the course serve all departments and to indicate that all subject 
matter phases have a chance for expression just as they do on a 
typical farm. In this setting all departments are brought together 
in a natural coordination. The new farm operations curriculum of 
_ *? Dean H. H. Kildec, Dean of Agriculture, has an advisory committee to assist 
in the formulation of policy for the student farm. The committee at present is com- 
posed of the heads of the departments of agricultural engineering, agricultural 
economics, agronomy and animal husbandry. The writer served as instructor until 


July 1, 1944 at which time Prof. J. M. Holcomb was appointed to take charge of 
the new farm operations curriculum and the student laboratory farm. 


192 


which the Agriculture 450 course is a part will depend on existing 
subject matter departments for the courses which are included in 
addition to the laboratory course. 

Subject matter departments are finding that the farm provides 
excellent problem material. The farm management department 
with its emphasis on farm organization, enterprise relationships, 
budgeting and farm records is using the farm laboratory to good 
advantage for a portion of its problem material but the operation 
of the laboratory farm is something else. There the students are on | 
_ their own; if the instructor attempts to teach the students how to 
run the farm, he will miss the main objective because he will be rob- 
bing the students of an opportunity to make their own decisions. 
The farm management department can teach the students how to 
manage in their own courses and let the students practice what they 
learn in the farm laboratory. 

8. Effects on teaching. Much of the technical training in agricul- 
ture needs to be used by students while still in college. When stu- 
dents learn about livestock in their animal husbandry classes they 
should have opportunity to buy and sell some livestock, and to de- 
termine feeding rations and feeding plans; when they have finished 
or are taking a crop course they should be faced with the problem of 
deciding on a rotation, buying the seed and giving directions to the 
man who is to put in the crop. The same holds for soils, horticulture, 
agricultural engineering and management. Two years’ experience 
with the farm laboratory has indicated a big difference between 
students in their ability to put their knowledge to work. Students 
who had usual livestock rations memorized were not always able to 
cope with a new situation like that caused by the war when many 
ingredients were difficult to secure or unobtainable. 

Students seek help from their instructors in other courses more 
frequently when they are taking the laboratory farm course. When- 
ever they run up against a problem for which they have no solution, 
they frequently go to their present or former instructor in the sub- 
ject concerned. The instructional staff has entered into the spirit 
of the laboratory farm, not by treating the student managers like 
students, but by treating them like farmers, referring them to 
sources of information and taking time to discuss their problems 
with them at length. And the students appreciate it. Furthermore, 
it has a wholesome effect on the teaching. If a text book suggestion 
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doesn’t work on the laboratory farm the instructor is likely to hear 
about it. On the other hand, the instructor finds his students are 
more interested in what he is teaching when they can use it in solv- 
ing a problem on the laboratory farm. One of the most stimulating 
educational experiences on the laboratory farm has been the loss of 
hogs and dairy cattle by disease. Why did it happen? What was 
the disease? Could it be prevented? The students and the instruc- 
tors find that the operation of a farm is usually more complicated 
than the text books indicate. Besides a student finds that being re- 
sponsible is entirely different from being just a hired man or work- 
ing for “‘dad.” 

4. Course techniques. Several techniques have been tested success- 
fully in the two years’ experience with the laboratory farm course. 
The first is giving each student specific responsibility for one proj- 
ect or part of the management job and not allowing him to shift 
his responsibility to anyone else. Usually a student has charge of a 
project for a month or six weeks which gives him a chance to man- 
age several projects during the course. At first the committee sys- 
tem was tried but this was unsatisfactory because it was so difficult 
for students to get together for committee meetings. Another diffi- 
culty of the committee system was that one man, usually the chair- 
man, did all the work. Since decisions are the substance of the 
course, it is essential that the decisions be clearly assigned by giving 
each student a specific responsibility. If a major question is in- 
volved such as choice of a method of harvesting oats, the student 
in charge will make his recommendation to the class as a whole for 
a vote. But the recommendation and carrying out the wishes of the 
class are the direct responsibility of the student. 

A second technique is the requirement of detailed reports for each 
project and on each major proposition acted on by the class. Stu- 
dents are inclined to make hasty decisions with no written evidence 
available later in support of their actions. Actually one of the major 
duties of the instructor is to inisit on adequate written reports be- 
fore signing purchase requisitions for equipment, livestock and 
field work. Reports are used to best advantage when the student is 
trying to persuade the class to follow his recommendations. A well 
organized list of reasons or a clear cut analysis usually wins the ap- 
proval of the class. The students, themselves, realize later the need 
for detailed written records. Oftentimes they want information on 
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what has happened only to find it was not recorded. Similarly in 
keeping their financial accounts, the students have found frequently 
that they do not have adequate records. 

Frequent visits to the farm and availability of transportation to 
the farm at all times for each student is especially desirable. In 
order to manage, the students must visualize their problems and 
watch their plans as they are carried out by the man on the farm. 
Although it may be possible in the future for the students to live 
on the farm and do most of the work, this is not absolutely neces- 
sary. Several of the students have used the farm for training in such 
jobs as milking, castrating pigs etc., but most of the students are 
able to do the manual tasks. What they do not have is experience in 
management and in order to do this successfully they have to be 
able to get to the farm when they want to go. 

Keeping the student in touch with the farm after he has finished 
the course is an important and worth-while task. In order for the 
student to see what has happened as a result of his decisions it is 
desirable to get out periodic reports on the activities and results 
at the farm. At the end of the first year a report was sent out to all 
alumni of the course giving them the high lights of the year’s 
operations and a summary of the financial accounts which showed 
a profit of $1995 after all charges including rent had been deducted. 
Analysis of individual enterprises, however, brought out that most 
of the profit had come from the crops rather than from livestock 
feeding. 

At present, students take the course for one quarter only and re- 
ceive 3 credits. It may be desirable to give them a longer contact 
with the farm and reduce the number of credits in any one quarter. 
The student should have direct contact with the farm for a year if 
possible. There are so many students who want to take the course 
that it may be necessary to obtain additional farms. If other farms 
are added it would be possible to get a variety of conditions through 
the choice of additional farms. 

A high point in the course has been the “open house” at the farm. 
On some occasions, the students have invited their instructors and 
fellow students out to see what they are doing. At other times, a 
group of vocational agricultural instructors or farm managers visit- 
ing the campus have attended the “‘open house.” At these events 
each student in the course explains what he has done with his proj- 
ect and answers questions raised by the visitors. An especially 
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lively discussion occurred at the “‘open house” for vocational teach- 
ers in July 1944 when several of the teachers who are alumni of the 
course took an active part in the proceedings along with the stu- 
dents. 

Although the record to date indicates a bright future for this type 
of laboratory teaching, many phases of the project have not been 
developed or are still in the experimental stage. Various suggestions 
have keen made on length of the course, participation by the stu- 
dents in actual farm work, a dormitory on the farm, inviting in- 
structors from subject matter departments to class meetings at the 
farm and use of problems from the farm in other courses. Questions 
on topics like these are coming up constantly. In time the answers 
to these and many other questions will undoubtedly become avail- 
able. 


G. Murray 
Iowa State College 


JOB ANALYSIS IN AGRICULTURE 


REVIOUS research in Europe, and more recently the work 

of the National Farm Work Simplification Project in the 
United States, has shown that a variation of scientific management, 
suited to the needs of agriculture, may produce valuable economies 
in the use of labor on the farm. 

The introduction of scientific management in agriculture was 
first seriously attempted on the European continent immediately 
following the first World War. The dissemination of the concept of 
farm labor efficiency among agricultural economists, however, can 
be attributed largely to the work of J. J. W. Seedorf in Germany. 
As a result of a paper written in 1919! by Seedorf, the State of 
Saxony founded an experimental farm and research institute at 
Pommritz to develop the idea further. Other European countries 
were quick to borrow the idea from Germany and by 1927 the Cze- 
choslovakian Agricultural Committee, the Finnish Agricultural 
Scientific Management Society, the National Institute of Indus- 
trial Psychology in Great Britain and Russian organizations were 
all working on the problem. 

1 Seedorf, J. J. W. Die Vervollkommnung der Landarbeit und die bessere Aus- 


bildung der Land arbeiter unter besonderer Berucksichtigung des Taylor-Systems, 
Deutsche Landbuchhandlung, Berlin, 1919. 
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Regarding the movement in Finland, Devinat points out: “The 
most characteristic feature of the development of the scientific 
management movement in Finland consists in its rapid spread in 
agricultural circles. The Finnish Society for Scientific Manage- 
ment in Agriculture (Maatolouden Tyotekoseura) established in 
1925, is devoted to the study of improvements in methods of plough- 
ing. It publishes a periodical which from the point of view of litera- 
ture represents Finland’s most important contribution to the scien- 
tific management movement.” 


Emphasis of Modern Farm Management 


In recent years farm management research has concentrated its 
attention on such problems as organization of the farm, size of the 
business, the most profitable selection of enterprises, financing the 
farm, and the “organization and adaptation of labor, power, and 
equipment.” Very little attention has been given to the application 
of specific findings to the various farm jobs affected. Apparently 
research workers in farm management have not attempted to use 
their techniques in the field of labor management for the very rea- 
son that a refined method of analyzing farm jobs has not been avail- 
able. Furthermore, many farm management research workers have 
been skeptical about the possible application of industrial job an- 
alysis to agriculture. It should be noted, however, that many ob- 
jections have also been raised to scientific management in industry, 
in spite of the fact that industry has a relatively constant working 
environment to cope with. 


Spadework in Agricultural Job Analysis 
Under the direction of Professor Derlitzki, the special institute 
established at Pommritz for the investigation of farm labor effi- 
ciency had as its primary objective: “. . . through critical and sys- 
tematic investigations to improve the element labor in agriculture, 
so that with as little application of energy as need be as much and 
as good work as possible [may] be done, and that consequently the 


amount of labor used and its result stand in favorable relation to 
each other.’”4 


? Devinat, P. Scientific Management in Europe, International Labor Office. 
Studies and Reports, Series B. No. 17, Geneva, p. 56. 

* Young, E. C. “Farm Work Simplification Studies,” this Journat, vol. 26, 
no. 1, February, 1944, p. 232. 

4 International Labor Office, “The Science of Farm Labor,” International Labor 
Review, vol. 15, no. 3, Geneva, p. 380. 
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The stimulation of interest in the field by the establishment of 
this institute in Germany is evidenced by the fact that the Kénigs- 
berg Agricultural Central Association began studying farm labor 
efficiency in 1924; an experimental farm to carry on similar work at 
Oldenburg was organized by the Prussian government shortly 
afterward; and the University of Géttingen set up a similar insti- 
tute for the study of farm labor in Brunswick. A monthly periodical 
called Die Landarbeit has also been published since 1924 dealing 
exclusively with the findings of research workers in the field and the 
application of their findings to German agriculture.® 

The movement in Germany has been pursued along lines differ- 
_ ent from the development of scientific management in industry. 
At the outset it was realized that the “science of farm labor” could 
not develop independently of the psychological and the physio- 
logical sciences. ““Dr. Steding was the first to describe systematical- 
ly the importance of the possibilities of applying psychotechnical 
methods to the improvement of farm work.’ 

It is quite natural that Germany should take the lead in applying 
Taylor’s methods of scientific management to agriculture, and that 
European countries as a whole should attempt to apply these tech- 
niques to farming. Farm accounts published in Germany, Sweden, 
Switzerland and Denmark, for example, have shown labor costs to 
be in excess of 40 percent of all production costs. Furthermore, the 
possibility of obtaining spectacular results by using farm job analy- 
sis is enhanced when applied to large-scale farms, a situation char- 
acteristic of German farming. 

In Great Britain, interest in farm labor efficiency seems to have 
taken a different form. Early research in the field was initially un- 
dertaken by industrial psychologists. W. R. Dunlop was the first 
to investigate the possibilities of analyzing farm jobs with a view to 
their improvement. He began working on farm job analysis during 
the summer of 1926, under the supervision of the National Institute 
of Industrial Psychology. Dunlop found the lack of education 
among agricultural workers and the belief held by most farmers 
that weather and prices were the sole factors determining their 
economic progress too deeply rooted to pursue his studies further. 
Consequently, after several years of research in the field, he decided 
that the widespread acceptance of the “farm job analysis idea” 


5 Thid., p. $80 ff. 
Thid.. p. 380. 
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would have to wait until people engaged in agriculture were edu- 
cated further and became more receptive to new ideas.Several prob- 
lems raised by Dunlop are worth noting, however, He found, for 
example, that many farmers avoided job analysis because they were 
afraid of “‘upsetting” their employees. Furthermore, the conditions 
of agriculture—the workers’ physical environment including the 
soil and plant and animal life—are difficult to control by man. 
Many farm tasks are short lived and seasonal in application, sub- 
ject continually to the vagaries of weather. Consequently, thorough 
investigations and the testing of new methods are impossible in 
any one year.’ 

Work of minor importance has been done by Vernon and Bed- 

‘ford, who studied the frequency and duration of voluntary rest 
pauses occurring in certain agricultural operations.® Balchin, in a 
similar study, conducted several time experiments on hoeing.® In 
spite of these contributions further research in Great Britain has 
not been forthecming. 

Now that a large body of literature exists concerning the findings 
of many research workers, several observations can be made. It 
should be noted, however, that many of the findings cannot be gen- 
eralized—they must be qualified by the particular set of circum- 
stances surrounding the observations miade. It is for further verifi- 
cation and guidance that the following studies and observations 
have value. 

1. At Pommritz, by consolidating and reorganizing the layout of 
many fields, a reduction of 40 fields to 15 fields was accomplished. 
On a single irregular field, which had been made rectangular, plough- 
ing required 24 percent less labor; cultivating, 19 percent less labor; 
harrowing, 38 percent less labor; drilling, 40 percent less labor; and 
hoeing, 38 percent less labor. 

2. By teaching a fairly efficient worker better methods of gather- 
ing up and binding straw, the time required for her to perform the 
task was reduced from 40 to 30 seconds. In the field of motion 
study, however, the men at Pommritz make the following caution: 


“ ... even the advocates of Taylorism admit that the possibility of suc- 


7 Dunlop, W. R. “Industrial Psychology and Agriculture” in Industrial Psy- 
chology by C. S. Myers, Henry Holt and Co., New York, 1929, p. 231. 

8 Vernon and Bedford, “Rest Pauses in Heavy and Moderately Heavy Industrial 
Work,” Industrial Fatigue Research Board Report 41, London, 1927, p. 8-9. 

® Balchin, N. “Time Experiments on Hoeing,” The Human Factor, Oxford Uni- 
versity Press, London, vol. 6, Jan. 1982, p. 12. 
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cessful motion studies is far more limited in agriculture than in industry. 
In the first place, nearly all work dealing with animals, and a good deal of 
work dealing with the care of plants, must be excluded. In the second place, 
the variation of conditions—weather, season, soil, quantity and quality of 
crops—is much greater and more disconcerting in agriculture than in in- 
dustry. On the other hand, and this is an important consideration, it may 
often be possible to apply results obtained in industry almost directly to 
agriculture; shovel work for example, seems to be the same in both.’”” 

3. A comparison of various tools or methods of procedure should 
be made in terms of output per unit of input (productivity per unit 
of time) or input per unit of output (time required per unit of out- 
put) before evaluating a given process. 

4. Time studies may also provide a rough index of the “optimum” 
time required to perform a given task and the most desirable dis- 
tribution of work and rest combinations. Such data may prove in- 
valuable to authorities attempting to deal with the problem of sup- 
plying the necessary labor during seasonal peaks, for example. 

5. Time and motion studies, although concerned primarily with 
the maximization of output during the short run should also con- 
sider the maximum use of the human resource over the long run, 
i.e. the life of the individual worker. Consequently, the greatest 
possible output with the use of a minimum amount of energy 
(rather than a minimum amount of time) must be looked for and 
this can only be done through fatigue studies. 

Atzel of the Kaiser Wilhelm Institute for Physiological Studies 
in Berlin makes the following suggestions: 

“‘a) the strong muscle groups should be used for heavy work; the weak 

groups, for easy work; 


b) all static work, e.g. keeping a burden still at arm’s length, must be 
avoided as far as possible; 


c) loads must be carried so that their centre of gravity is vertically 
above the supporting plane base of the body.””™ 
6. Psychological factors may influence productivity as much as 
any other causal agent. Wage rates, self respect, pleasant working 
conditions and certain instinctive factors may all bear on the work- 
ers’ rate of production. Ltiders points out, for example, that a work- 
er may often increase his speed by simply knowing what his “‘nor- 
mal output” should be. He therefore suggests that the task of the 
worker and his expected output be specified.” Ries, on the other 
10 “Science of Farm Labor,” op. cit., p. 389. 


Tbid., p. 393. 
® Tbid., p. 401. 
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hand, feels that telling a worker what his task is supposed to be is 
not enough, since an endless or seemingly endless task may prove 
to be very depressing to a worker. He therefore recommends that 
tasks should be fixed for shorter time intervals, thereby preventing 
work from rolling on uniformly and endlessly." 

7. The use of aptitude tests and other techniques of vocational 
guidance in agriculture are important corrolaries of efficient labor 
use. Erismann has compiled a list of 122 physical and mental quali- 
fications necessary for such jobs as farming on small, medium, and 
large enterprises, grape farming, stockbreeding, shepherding and 
cattle raising in Germany. He found the variation in qualifications 
not differing markedly from those found in industry.“ 


Limitations of Scientific Management in Farming 


More recently, investigators in the United States have attempted 
to apply “‘wholesale”’ the industrial techniques of job analysis and 
time and motion study to agriculture. The peculiar characteristics 
of agriculture have already been noted, but what is needed even 
more than the utilization of industrial techniques, is the scientific 
demonstration of the limitations involved in making these applica- 
tions to farming. To make the best use of future research efforts 
such a body of principles would prove indispensable. 

At the outset, the limitations of job analysis in industry should 
be surveyed. It is not the purpose of this paper to evaluate the de- 
tailed methodology used in time and motion study. A very impor- 
tant factor, however, can be mentioned. As Vernon has pointed out, 
many efficiency experts still cling to obsolete methods. 


“It is necessary . . . to bear in mind that though time and motion studies 
which lead to increased productivity are perfectly legitimate, it is possible 
to press them too far, and by undue speeding up induce an undue and un- 
justifiable state of fatigue in the workers.” 


Although the industrial] engineer is prone to deny this charge, the 
fact that these conditions have existed in many plants and still 
exist is borne out by the following statement made by R. J. Thomas, 


President of the United Automobile Workers (C.I.0.) before the 
T.N.E.C.: 


18 Thid., p. 401. 
14 Thid., p. 408. 


18 Vernon, H. M. “Fatigue in Industry,” The Human Factor, Oxford University 
Press, London, vol. 11, no. 1, January 1937, p. 3. 
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“... before the depression even began automobile production was carried 
on with every scientific method for squeezing a maximum quantity of work 
per hour from the individual worker. Jobs were broken down and timed to 
the fraction of a second. Men were offered bonuses to exceed the production 
on the rates established by time study men. When these levels had been 
surpassed the new attainments were accepted as normal, and intense pres- 
sure was applied for higher and higher records of output. With the coming 
of the depression the universal testimony of the auto workers is that speed- 
up increased beyond the powers of human endurance.””* 


Recognizing the many factors influencing the productivity of 
workers, a concept of ideal human efficiency would be desirable. 
One possible “ideal” would be to maximize production during a 
given time interval, holding energy expenditure and the dissatis- 
faction of the work constant at the lowest possible level. 

Specifically, the following measures may be taken to approach 
this ideal: 

1. To maximize output during a given time interval: 

a) Improving the method of doing jobs by planning work 
routine. 

b) Eliminating useless movement by improving the layout of 

the enterprise; preventing unnecessary stoppages or de- 
lays; good routing and transport of commodities produced 
or in process of production; organizing the arrangement 
and storage of tools and equipment; analyzing the funda- 
mental elements of a particular task and applying im- 
proved methods. 
Increasing the productivity of productive time by training 
and instructing new workers for the job; regulating and 
applying wisely human energy through the use of motion 
analysis; repairing tools and appliances before starting on 
a job; devising and adopting mechanical aids and substi- 
tutes. 

d) Using an incentive wage system. 

. To minimize energy expenditure and dissatisfaction of the 
worker: 

a) Shortening the work day. 

b) Introducing rest pauses. 

c) Using proper illumination. 

d) Installing ventilating systems in buildings. 


1% Temporary National Economic Committee Report Part 30, Government 
Printing Office, Washington, D. C., 1940, p. 16371. 
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e) Wearing the proper clothes for the job. 

f) Increasing the workers’ interest in the tasks performed. 

g) Instituting good management-labor relations. 

h) Utilizing a system of vocational guidance and selection. 

i) Decreasing miscellaneous fatigue-producing factors such 
as noise, vibration, etc. 

The importance of finding the optimum combination of the above 
factors has been neglected, to some extent, by efficiency engineers. 
In many cases either the maximization of output during a given 
time interval or a half-hearted attempt to minimize energy expendi- 
ture attracted the attention of experts dealing with these problems. 
The question of how much a worker could be “speeded up” before 
he became irritated or fatigued was hardly recognized. It has been 
only recently-that investigators in the field have begun to realize 
the equal importance of both types of influences on productivity. 

In agriculture the problems are even more complex since the 
forces enumerated above, as well as the peculiar functions of the 
entrepreneur-laborer (the individual farmer), reed to be considered. 
Furthermore, remedies capable of being applied to industry cannot 
always be applied to farming or must be adjusted to satisfy the re- 
quirements of agriculture. 

Although certain of the techniques which are used so effectively 
in industry to maximize output during a given time interval can be 
applied to farming, variations in weather, influences of animal and 
plant disease and pestilence, soil differences, crop rotations, tenure 
restrictions, and seasonality of production seriously limit the use to 
which these techniques can be put. Of even greater importance, 
however, is the fact that the measures necessary to reduce energy 
expenditure and worker dissatisfaction are even more difficult to 
apply. The work day in agriculture, for example, cannot be con- 
veniently shortened, especially during emergency periods such as 
planting or harvesting time. The introduction of rest pauses cannot 
be applied to all farm situations. Commercial vegetable farming, 
cotton picking, and fruit harvesting, where large numbers of sea- 
sonal labor, working with their hands on fairly uniform, time con- 
suming jobs, are employed can undoubtedly use rest pauses to good 
advantage. But in other farm areas where many different chores are 

performed each day, rest periods may have little value. Operations 
such as hand hoeing, shoveling or detasseling corn, and even operat- 
ing the tractor may also benefit by the introduction of suitable 
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periods of rest for the worker involved. Recent legislation in Argen- 
tina concerning minimum wages and working conditions for agri- 
cultural workers further emphasize the importance national gov- 
ernments are attaching to the various considerations mentioned 
above. The new law states: “Forty minutes shall be allowed at eight 
o’clock for breakfast; an hour and a half at noon for lunch, and 
thirty minutes at four o’clock for afternoon refreshment,” during 
which time coffee must be provided for all employees.!” 

Finally, the problem of age distribution of workers is an impor- 
tant consideration in farming. Time and motion studies in industry 
have been effective, in part, because older workers and slower 
workers have been displaced or shifted to other jobs. Farming pre- 
sents an entirely different problem; self employed older men or 
slower workers are not displaced. 

As the National Resources Committee has pointed out: “. . . the 
great bulk of employed persons in the very young and very old age 
brackets are to be found in agriculture rather than in manufacturing 
and mining.”!® Almost 3 of all the gainfully employed persons in 
agriculture are either under 20 years of age or over 60, while in 
industry 16 percent of the total employed labor force are in this 
group. 

. Obviously, to attempt to establish performance goals by time 
and motion study for a particular task, not considering this varia- 
tion in the labor force, is to ignore a basic distinction between rural 
and urban workers. Where the urban laboring population, although 
distributed in a somewhat similar manner by age groups, is self 
adjusting through the employment practices of industrial firms, 
the farm laboring population is not. Older workers and younger 
workers in agriculture continue to perform the same tasks as the 
more efficient farm laborers, differing only in rate and quality of 
performance. 

Summarizing briefly the findings of the various European re- 
search workers in the field of farm job analysis, it may be said that 
“process analysis” or the arrangement and routing of farm jobs 
offers many possible economies of labor use in agriculture. 

Before applying any new method, layout, or piece of equipment 


17U. S. Dept. of Labor, “Minimum Wages and Working Conditions in Argen- 
tina, 1943,” Monthly Labor Review, vol. 58, no. 4, p. 859. ; 

18 National Resources Committee, The Structure of the American Economy, 
Part 1, U. S. Govt. Printing Office, Washington, D. C., June 1939, p. 31. 
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to aprocess, the investigator should be able to determine the 

following information before evaluating the advantages of the new 

procedure over the old: 

a) What it will cost in terms of time, money and physical exertion to 
employ or develop the new procedure. 


b) How much the new procedure will save in terms of time, money and 
physical exertion. 


c) How long the installation of the new method will take to pay for 
itself. 


d) The additional training involved in introducing the new procedure, 
where many hired laborers are employed. 

e) The additional cost of supervision, if any. 

f) The effect the new method has on labor turnover. 


g) The influence of new work routines on management-labor relations 
and the determination of wage rates. 


Lester BLuM 
Towa State College 


RELATIONSHIP OF INCOME TO 
MILK CONSUMPTION* 


HE purpose of this paper is to investigate the income elasticity 

of the demand for fluid milk on the basis of empirical observa- 
tion and to examine the findings in the light of their implications 
upon post-war food distribution problems. 

Between 1939 and 1943 national income payments increased 
over 100 percent, with consumer purchasing power reaching an all- 
time high. During this five-year period, with unrestricted supplies 
of milk and controlled consumer prices, total fluid milk con- 
sumption in the United States increased 19 percent. This would 
suggest that the income-demand curve for fluid milk is relatively 
inelastic. 

This inference does not seem to be in accord with the observa- 
tions made in the “Consumer Purchase Study” conducted by the 
Bureau of Home Economics, which brought out clearly that fluid 
- milk consumption varies directly with family income.’ Since the 
B.H.E. study was based on subjective estimates of consumption 
and income, it has been felt that the validity of the findings should 
be established in terms of objective observations. 


* This paper is a personal contribution of the authors and does not necessarily 
present the views of the War Food Administration. 


1 Stiebeling, H. K., et al., “Family Food Consumption and Dietary Levels,” 
Miscellaneous Publication 452, U. S. Department of Agriculture, 1941. 
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This article analyzes data obtained in three surveys conducted at 
the College of Agriculture of the University of Wisconsin and 
School of Business Administration, University of Chicago. The 
surveys provided, among other data, information on actual milk 
purchases and family income.? 


Procedure 


The original data were compiled in Madison, Racine and 
Kenosha, Wisconsin, and South Bend and Mishawaka, Indiana, 
between October 1940 and May 1942. Over 2,000 families were in- 
terviewed to provide the information which was called for in the 
questionnaire. 

In the interviews questions were asked as to the number of peo- 
ple in the household, their age, and from whom they bought milk. 
The questionnaires obtained from those families who purchased all 
their milk from dairies only* and members of which had all meals 
at home regularly, were classified as usable questionnaires. 

After the interviews were completed the dairies were asked to re- 
port from each family record in the route book the total amount of 
milk purchased during a consecutive two-month period.‘ In the 
three markets consumption records were provided by twenty- 
seven dairies. 

Data on incomes of the families interviewed were secured from 
individual income tax records on file in the State Assessor’s Office 
and from the Retail Credit Bureaus. 

The surveys in these three markets were based on milk purchases 
in either two fall or two spring months. In Madison, purchase 
records were obtained for October-November 1940; in Racine- 
Kenosha, records were obtained for October-November 1941, and 
in South Bend-Mishawaka, for April-May 1942. Supplementary 
tests conducted in Madison have shown that the fluid milk con- 
sumption of the families was essentially the same the year around 
as it was in October-November. 

2 The authors are indebted to the Department of Agricultural Economics, Uni- 
versity of Wisconsin, and the Department of Marketing, University of Chicago, for 
making the original data available for this analysis. ; 

3 At the time of the surveys there was no differential between the price of milk 
delivered at homes and that sold at stores, and the dairies in the Wisconsin markets 
provided a special delivery service to patrons for no additional charge. 

_ ‘ For purposes of this analysis total fluid milk consumption refers to the consump- 
tion of pasteurized whole milk and special milk, i.e., homogenized, irradiated, choco- 
late, and soft curd milks. Skim milk purchases were not included in the total. 
Purchases of milk by families were construed to be synonymous with the amount 


consumed. Purchases of evaporated or condensed milk and of cream (milk equiva- 
lent) were not included in this total. 
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Results and Conclusions 
Complete consumption and income records were obtained for 
601 families in these three markets.5 
The income and milk consumption per household were correlated 
for the families in each of the three markets and for the families in 


all the markets together. The coefficients of correlation are shown 
in Table 1. 


TABLE 1. RELATIONSHIP BETWEEN INCOME AND MILK CONSUMPTION PER 
HovusEHOLD, 1940-42 


Coefficient of 
correlation 
(r) 


Market Number of 


families 


Madison 173 . 2538 
Racine 285 .13876 
South Bend-Mishawaka 143 .0578 


601 -1991 


Further analyses were made to determine whether the size of the 
family might have distorted the relationship between income and 
fluid milk consumption.’ The consumption per household was cal- 
culated on a per capita basis and related to the family income. Cor- 
relations (Table 2) were made between the income and per capita 
milk consumption for the families in each of the three markets, and 
for the three markets together. 


TABLE 2. RELATIONSHIP BETWEEN INCOME AND PER CAPITA 
MILK Consumption, 1940—42 


Coefficient of 
correlation 
(r) 


Number of 
Market families 


Madison 173 -0860 
Racine 285 . 1474 
South Bend-Mishawaka 143 .0028 


601 .0821 


In addition, correlations were made between per capita income 
and per capita consumption per family. However, these too failed 
to establish a degree of association between the two variables. 
Therefore, it was concluded that there was no statistically signifi- 

5.An analysis of variance indicated that the difference between the average milk 


consumption in the three markets was not significant statistically. 
6 The size of the family in this survey was not found to vary with income. 
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cant relationship between the per capita milk consumption and the 
individual family income. 

The degree of correlation between the number of children in the 
family expressed as percent of all members of the family and per 
capita milk consumption was also determined. These correlations 
too failed to indicate a statistically significant relationship between 
the number of children and per capita consumption. 

To determine the relationship between per capita milk consump- 
tion and (1) per capita income, and (2) number of children in the 
family, a multiple correlation was made. The coefficient of multiple 
correlation (R) was found to be .15. 

On the basis of these investigations it was concluded that the 
data for the sample studied do not indicate any statistical evidence 
to explain the variation in per capita milk consumption of individ- 
ual families, 

This conclusion is at variance with that reached in many investi- 
gations which show a significant positive relationship between the 
average milk consumption and the income group.’ Perhaps the lack 
of agreement in conclusions may be due, in part, to the manner in 
which the data on milk consumption were obtained. A recent study 
has shown that as family income increases the degree of exaggera- 
tion of reported milk consumption increases. The reports of families 
in high income groups were found to overstate milk consumption 
considerably more than those of families in the low income group.® 
Consequently, any study based on consumers’ subjective reports 
of their takings may be expected to show that milk consumption 
increases with income because of the bias introduced in reporting. 

Such a bias in the accuracy of consumer reports is, no doubt, op- 
erative in many subjective consumption studies. As a result, per- 
haps the prevailing notions on the relationship between income and 
food consumption, many of which are based on subjective reports, 
are erroneous. 

The interpretation of the data obtained in this study in the light 
of the inference of income-consumption elasticity upon price-con- 
sumption elasticity® suggests that in the range of observations the 


7 Cf. Stiebeling, H. K. Ibid. 

8 Hadary, Gideon. “Effect of Method of Distribution on Milk Consumption and 
the Implications of the Findings onthe Reliability of Consumer Response,” The 
Journal of Marketing (to be published). 

® Marschak, J. “Money Illusion and Demand Analysis,” Review of Economic 
Statistics, Vol. 25, No. 1, February 1943, pp. 40-48, discusses the relationship be- 
tween income elasticity and price elasticity comprehensively. 
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aggregate price-demand curve for milk is relatively inelastic in the 
short run. ; 

Families with very low incomes do not seem to drink fresh milk 
regularly. Data for such families were not obtained in this study, 
since a record of milk purchases was a prerequisite to interviewing 
the family.!° 

The “breaking point” between families purchasing and those not 
purchasing milk regularly could not be determined from the data at 
hand. However, there are grounds for believing that this “breaking 
point” could be found around the $1,000 income level. As the in- 
comes of the families not regularly consuming milk rises to this level 
regular milk consumption is presumed to ensue. Thus, it is only at a 
““demand-excitation” level of earnings that the income-demand 
curve for fluid milk is relatively elastic. 

Since most urban families have incomes which have been ob- 
served to be associated with regular milk consumption, the increase 
in incomes which occurred during the war could not be expected to 
be associated with a corresponding increase in milk consumption. 
While national income payments doubled between 1939 and 1943, 
total fluid milk consumption in the United States increased 19 per- 
cent. Apparently, the average per capita fluid milk consumption of 
families having an income above the “breaking point” changed 
little, even though their earnings increased considerably during this 
period. The observed increase in fluid milk consumption in cities 
and villages appears to be more closely associated with the changes 
in the number of wage earners. As the number of those gainfully 
employed increases, the number of the families having incomes 
above the “breaking point”’ increases, resulting in rising fluid milk 
consumption. In fact, the association of the changes in factory em- 
ployment with fluid milk consumption has been strikingly close; 
in the five-year period of 1939-43 the index of non-agricultural em- 
ployment rose 28.5 percent, while fluid milk consumption in cities 
and villages rose 28 percent. 


On the basis of the above, it appears that fluid milk consumption 


10 Although this study is based on data obtained late in 1940 in Madison, in 1941 
in Racine-Kenosha, and early in 1942 in South Bend-Mishawaka, no difference 
attributable to the change in the national income was noted in the average per capita 
milk consumption of the families in the three markets. This is due to the fact that 
the surveys did not study the average per capita consumption in the three markets, 


but rather the average per capita consumption of a sample of milk-consuming fami- 
lies in the three markets. 
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in cities and villages seems to vary more directly with the changes in 
factory employment than with the changes in factory payrolls. As 
the number of gainfully employed increases, total fluid milk con- 
sumption rises with the number of milk consumers. Conversely, as 
factory employment shrinks and the number of wage earners de- 
creases, total fluid milk consumption declines with the number of 
milk consumers. These changes in the number of milk consumers 
are associated with little or no changes in the average per capita 
consumption of the families which continue to drink milk, even 
though their incomes may be subject to marked fluctuations. 

A change in fluid milk prices in the range ordinarily occurring in 
fluid milk markets—one or two cents per quart—only affects the 
takings of the marginal consumer whose income is at the demand- 
excitation level. Since a relatively small proportion of the consum- 
ers in any market might be classified as strictly ‘“‘marginal”’ (exclud- 
ing those having incomes below the “breaking point’’) at a given 
time, changes in retail prices as witnessed in city markets, fail to 
effect changes in milk consumption in the short run. 


Post-War Implications 


The volume of employment in the United States has reached 
levels that cannot be expected to be maintained under peace condi- 
tions. It, therefore, appears that fluid milk consumption has 
reached a maximum insofar as the effect of employment on consump- 
tion is concerned. Increases in milk consumption beyond this level 
as advocated by nutritionists could be effected only by means of 
educational and promotional efforts. A decline in milk consumption 
might be expected to take place in the post-war period as the total 
number of gainfully employed decreases from its present super- 
high levels. 

Concerted efforts at sustaining milk consumption represent a real 
challenge to our agricultural economists. Programs designed to 
counteract the undesirable effects of a diminution in employ- 
ment and income on fluid milk consumption by general “roll- 
backs”’ in retail prices will be ineffective in meeting the declining 
demand anticipated in the post-war period. Further, in view of the 
relatively inelastic demand curve of fluid milk for families in the 
higher income strata and an elastic demand curve being limited to 
a relatively small proportion of the low-income families only (those 
at the “demand-excitation levels”’), it seems that a two-price sys- 
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tem, such as, in effect, a food stamp plan provides, could not be 
expected to be very effective in sustaining total fluid milk consump- 
tion at the war-expanded levels. 

If milk production in the post-war period continues at present 
levels, our domestic economy will be called upon not only to main- 
tain fluid milk consumption at the wartime peak, but also to ab- 
sorb the milk equivalents that had been shipped to our Allies. In 
1943, Lend-Lease purchases alone accounted for 5 percent of our 
total milk production sold off farms. The eventual cessation of these 
purchases will give rise to problems of readjustment which, due to 
the characteristic rigidities of dairy production, will have to be 
dealt with at the marketing phase rather than the production stage. 

In dealing with problems of post-war readjustments in the dairy 
industry, agricultural economists and nutritionists are prone to 
place too much emphasis on consumption of milk in the fluid form. 
If these adjustments are to be brought about through programs de- 
signed to expand consumption rather than to limit production, the 
fact that 60 percent of all the milk sold from farms goes into manu- 
factured dairy products having a relatively high degree of elasticity 
of demand must be exploited. 

As has been shown, fluid milk consumption, at best, may be 
maintained near peak levels established under wartime conditions 
of an all-time high record of employment and consumer purchasing 
power. The problem of retaining our greatly enlarged dairy herd in 
the post-war period for the benefit of our own population must be 
attacked in the direction of expanding the consumption of manu- 
factured dairy products for which a relatively high degree of elas- 
ticity of demand is presumed to exist. 

R. E. Parzie 


GipEON HapAry 
War Food Administration 


THE RELATIONSHIP OF CHOCOLATE MILK TO TOTAL 
FLUID MILK CONSUMPTION! 


HOCOLATE milk consumption in the United States in 1942 

was estimated at 96 million gallons, or about 2.2 percent of the 

total fluid milk consumption in cities and villages. The purpose of 
the study on which this summary is based is to investigate whether 


1 This report has been adopted from a doctorate thesis developed in the Depart- 
ment of Agricultural Economics, University of Wisconsin. 
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total fluid milk consumption has been affected by chocolate milk 
and, if so, to what degree. 

With this question in mind, various experiments and surveys 
were designed which covered household units,” school students,* and 
factory workers.‘ The basic technique adopted in all these experi- 
ments was to compare the average per capita fluid milk consump- 
tion when plain milk only was consumed with the average per 
capita consumption when both chocolate and non-chocolate milk 
were consumed. 

Since defatted or partially skimmed milk is generally used in the 
manufacture of chocolate milk, an appraisal of the economic signif- 
icance of chocolate milk is based on the following criteria: 


(1) Fluid votume sales—This is of primary interest to the milk 
distributors since the volume of sales is an important factor 
influencing their income. 


(2) Butterfat consumption—This is of major interest to pro- 
ducers since it is a common practice in the great majority of 
urban markets to price milk on the basis of the butter quota- 
tions and on the fat content of the milk. 


(3) Solids-not-fat utilization—This is becoming of increasing 
interest to producers as urban markets take cognizance of 
the volume of non-fat milk solids m pricing milk. 


This study shows that, on the average, of the fluid volume repre- 
sented by a quart of chocolate milk, 67.5 percent was a replacement 
of whole milk, 7 percent was flavor, and the remaining 25.5 percent 
represented an increase in the volume of fluid sales. As far as the 
distributor alone is concerned the volume represented by flavoring 
also constitutes an additional sale. On this basis the 96 million gal- 


? Gideon Hadary. ““The Relationship between Chocolate Milk and Total Fluid 
i Consumption of Urban Families.” Journal of Business, University of Chicago, 
pril 1943. 


Marvin A. Schaars and Gideon Hadary. “Chocolate Milk Drinkers Drink More 
Milk.” Milk Plant Monthly, August 1942. 

’ Marvin A. Schaars and Gideon Hadary. “The Influence of Chocolate Milk 
oe jaan on Tota! Fluid Milk Consumption of Students.” Milk Dealer, Decem- 

r 1942 

‘George H. Brown and Gideon Hadary. “Beverage Preference of Industrial 
Workers: A Study in Consumer Preference Ratings.”” Journal of Business, Univer- 
sity of Chicago, April 1944. Gideon Hadary. “The Relation of Chocolate Milk to 
Total Fluid Milk Consumption of Factory Workers.” — of Business, Univer- 
sity of Chicago, January 1943. 
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lons, or 826 million pounds, of chocolate milk consumed in fluid 
form in the United States in 1942 represented: 


(a) 57,792,000 pounds of chocolate flavor; 
(b) 557,280,000 pounds substitute or replacement of whole milk; 
(c) 210,528,000 pounds increased fluid sales. 


The 96 million gallons of chocolate milk contained approximately 
14,588,000 pounds of butterfat, or 1.02 percent of the total butter- 
fat consumption in the fluid form in the urban communities of the 
country in 1942 as compared with 21,176,000 pounds of butterfat 
in the whole milk which the chocolate milk replaced. Therefore, the 
consumption of chocolate milk was associated with a decrease of 
6,588,000 pounds of butterfat consumed in fluid form. These figures 
for butterfat utilization are based upon an average butterfat con- 
tent of 3.8 percent in the whole milk and 1.9 percent butterfat in 
the chocolate milk after allowing for the chocolate flavoring. There 
was, of course, considerable range in the fat content of whole milk 
and even a wider range in the butterfat content of chocolate milk. 

The sale of chocolate milk resulted in expansion in the total 
amount of milk solids-not-fat consumed in fluid form. The 96 mil- 
lion gallons of chocolate milk contained 62,332,000 pounds of milk 
solids-not-fat, or 1.93 percent of the total solids-not-fat consump- 
tion in the fluid form in the urban communities of the country in 
_ 1942. Of this amount 44,505,000 pounds were replacements of 

solids-not-fat in whole milk sales. The remaining 17,827,000 pounds 
represented an increase in the total volume of these milk solids 
consumed in fluid form. 


1. The average quart of chocolate milk consumed represents, on 
a volume basis: 


(a) .151 pound, or 7 percent, of chocolate flavoring; 
(b) 1.450 pounds, or 67.5 percent, replacement of whole milk 
sales; 


(c) .549 pound, or 25.5 percent, of additional fluid sales. 


2. The average quart of chocolate milk sold contains .0380 pound 
of butterfat, as compared with .0551 pound in the volume of whole 
milk replaced. Each quart of chocolate milk sold represents a de- 
crease of .0171 pound of butterfat sales in fluid form. This is 45.0 
percent of the butterfat in a quart of chocolate milk, or 21.0 percent 
of the butterfat in the whole milk replaced by the chocolate milk. 
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3. The average quart of chocolate milk sold contains .175 pound 
of milk solids-not-fat. Of this amount, .125 pound, or 71.4 percent, 
represents the solids-not-fat in the volume of whole milk replaced, 
and .050 pound, or 28.6 percent, represents additional sales in fluid 
form. 

In summary, the consumption of chocolate milk is ordinarily as- 
sociated with an increase in volume of fluid sales, an increase in the 
sale of milk solids-not-fat, and a decrease in the sale of butterfat 
consumed in fluid form. If there is to be no decrease in consumption 
of milk fat in fluid form, all other things being the same, the average 
butterfat content of chocolate milk must be about 2.75 percent 
when the average butterfat content of the whole milk is 3.8 percent. 
Variations in volume relationships will, of course, change this per- 
centage somewhat for school sales, factory sales and home delivery 
sales. 


GIDEON HaDARY 


War Food Administration 
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Food for Postwar Europe: How Much and What? M. K. Bennett. 
Stanford University, California: Food Research Institute. War- 
Peace Pamphlets No. 5, March 1944. 100 pp. $.50. 


Livestock in Continental Europe, During World War II, Helen C. 
Farnsworth. Stanford University, California: Food Research 
Institute. War-Peace Pamphlets No. 6, September 1944. 63 pp. 
$.50. 


The first of these two pamphlets “‘is designed to serve two pur- 
poses. One is to face as squarely as possible the question: How much 
food and feed, and what, will be “required” to be shipped into 
Greater Europe from overseas sources of supply in the year follow- 
ing the cessation of hostilities in Europe? The other is to provide a 
factual background for discussion of this question, first by picturing 
the food situation of Greater Europe as it was before the war, ... 
and second by tracing the changes that have occurred in the food 
situation of the area under the impact of war, . . . 

As the author suggests, the part of the pamphlet which will have 
the more enduring value seems likely to be the historical analysis 
of the food situation in Greater Europe before and during the war 
rather than the forward analysis. Yet even a very imperfect analysis 
of the magnitude and character of the immediate postwar task of 
feeding the European peoples may be of greater value now than 
more enduring perfection. To this compelling transitional problem, 
this pamphlet makes a very definite contribution. 

In brief scope the over-all picture presented is about as follows: 
Prewar overseas imports of food and feed into Greater Europe (in- 
cluding Russia and the British Isles) were about 40 million metric 
tons—about 20 million of food and 20 million of feed. By 1943 this 
had shrunk to not more than 14 million tons—a decline of about 
two-thirds, although most of this remaining quantity was food. For 
the first post-war year the conclusion is that a total of 34-39 million 
metric tons will be imported. This figure is divided roughly as fol- 
lows: British Isles, 14-16 million tons; Soviet Union, 5 million tons; 
Continental Europe, 15-18 million tons. The total will contain 
more food and less feed than was true in prewar years. 

This estimate is lower than some made by those who have been 
impressed with the extreme food shortages that have appeared in 
most distressed areas. It is also higher than several of the more con- 
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servative estimates. The author reckons that the import figure is 
likely to lie between the present wartime volume of about 14 million 
tons and a high of 50 million tons, the latter because prospective 
export supplies will preclude more. The actual imports must de- 
pend on the needs, the preferential status, and the purchasing 
power of the importing countries. These factors are carefully exam- 
ined in turn for each area in Europe before arriving at the final total. 

The second pamphlet (No. 6 in the series) by Helen C. Farns- 
worth is an excellent summary of what is known of the course of 
livestock production in Continental Europe during the war. It sup- 
plements and extends the broader and more general analysis con- 
tained in the preceding pamphlet by M. K. Bennett. The first 
sentence in her summary says: ‘Through the fifth year of World 
War II the livestock position of Continental Europe ex USSR has 
deteriorated significantly less than it did in 1914-18.” Sharp reduc- 
ductions occurred only in hogs and poultry, which can be restored 
fairly rapidly when feed is available. 

A “considered guess”’ is hazarded that total production of meat 
on the Continent ex USSR in 1943-44 was something like three- 
fourths of the average of the last 5 prewar years. Milk production 
was reduced less, to a level of perhaps 85 percent of prewar. 

Because livestock numbers have been maintained as well as they 
have is a strong reason for including feed as well as food in the early 
postwar shipments to Europe. Additional feed to supplement what 
is already available may help greatly to build up the European pro- 
duction of animal fats and make it possible to reduce overseas ship- 
ments of such expensive foods as meat, eggs, and dairy products. 

The situation country by country is developed in considerable 
detail to bring out the important fact that the over-all averages 
cover up some of the most significant changes which have occurred. 
The great shift toward direct food crops and away from the in- 
direct livestock food products has gone much further in some areas 
than in others. 

From the material in these two pamphlets it may be concluded 
that the most serious over-all food problem in the first year after 
VE-day will be one of internal transportation and distribution— 
of getting the available food to the places and people who need it. 
Continental production has remained at a comparatively high 
level and import supplies in general are likely to be available in at 
at least fairly adequate quantities. But the physical, economic and 
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political machinery for internal communication and distribution 
may lack the organization required to do the most effective job. 
For this reason the food situation in Europe is likely to continue 
darker in many areas than the over-all conclusions of the authors 
might at first lead one to believe. This may mean further that ap- 
parently sufficient food supplies may be insufficient when realistic 
account is taken of all the inevitable dislocations of the times. 


Ronawp L. MicHELL 
Bureau of Agricultural Economics 


The Agriculture of Wales, A. W. Ashby and I. L. Evans. Cardiff: 
University of Wales Press, 1944. Pp. 300. 15s. 


This book is a survey of the main features of Welsh agriculture. 
It is so arranged as to be of interest both to the general student 
and to one who wishes considerable statistical detail. The first 
chapter contains a brief and very readable discussion of the charac- 
teristics of Welsh agriculture, concluding with the following para- 
graph: 

“Agriculture is relatively more important in Wales than in England. 
Rural social organization is based upon the small family farm where 
farmers and their relatives outnumber farm workers and where the scat- 
tered homestead is the typical form of settlement. Welsh agriculture is 
essentially pastoral in character and grass is the principal crop, with oats 
as the only cereal of any real importance. Permanent grass and rough graz- 
ings dominate the rural scene in a country of high rainfall where the soils 
are, for the most part, deficient in lime and phosphate. In general, altitude 
and light are the most important limiting factors, and well over a quarter 
of the total land area lies above the thousand-foot contour.” 


Following this introduction the authors describe the present 
situation and past trends in many different aspects of Welsh agri- 
culture. These include crops, livestock, markets, population and 
labor, ownership and occupation, types of farming, cooperation 
and education. Most of the information on trends goes back to 
about 1870. The footnotes giving the sources of information are 
arranged in the appendix so that they can be easily found by one 
who is interested. The appendix also includes numerous statistical 
tables. 

Many readers will find the description of the transition from sub- 
sistence farming to production for the market to be of special inter- 
est. The authors state that this transition was virtually complete 
by 1939. 
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The chapter on “Education and Administration”’ leaves the im- 
pression that the development of agricultural research and exten- 
sion has varied greatly in different parts of Wales. The authors con- 
clude that the development has been “‘due at least as much to haz- 
ard as to design.” The development of agricultural education in an 
old country is quite different from its development in a newly set- 
tled region. A reading of this chapter suggests to this reviewer that 
we in the United States and Canada have been fortunate that we 
don’t have a large amount of tradition. 

The authors are to be complimented on the preparation of a book 
which will meet the needs of at least three types of readers: 


(1) One who wishes a brief summary of the agriculture of Wales, 
but has only a few momenis in which to do his reading on 
this subject. 

(2) One who wishes a fairly detailed summary of various aspects 
of Welsh agriculture and their historical development. 

(3) One who wishes a source book of agricultural statistics. 


STanLEY W. WARREN 
Cornell University 


Agrarian Problems from the Baltic to the Aegean. Discussion of a 
Peasant Programme. London: The Royal Institute of Interna- 
tional Affairs, 1944. Pp. 96. $1.00. 


This small volume with an introduction by Sir E. John Russell is 
written around a sort of “Declaration of Independence” for peas- 
ants in the seven countries of central and south-eastern Europe— 
Bulgaria, Czechoslovakia, Greece, Hungary, Poland, Roumania, 
and Yugoslavia. A series of conferences among citizens of these 
countries now residing in exile in London resulted in the formula- 
tion of “A Programme of Popular Liberation and Progress for the 
Peasant Communities in Central and South-Eastern Europe.” 
Most of the signers of this document had been connected with 
peasant movements in their respective countries. Each was familiar 
with the farm problems of his homeland. 

The program occupies only five pages of the publication. The 
remainder contains background material setting forth the nature of 
the problems in greater detail, and at the same time furnishes the 
reader with a basis for a keener insight into the great array of diffi- 
culties to be overcome in bringing about any satisfactory solution. 
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While conditions vary, of course, in different sections covered 
by these seven states, it can be said with an acceptable degree of 
accuracy that: 


These countries are predominantly agricultural. 


Urban industry, with the exception of the Western provinces of Czecho- 
slovakia, has not been developed. 

The land, over most of the area, is not of the best. 

Cereals are the main crops. 


Animal production occupies a relatively small place in the farming 
economy. 


Population presses upon the land. 
Capital for farming purposes is woefully lacking. 


These seem to be the largest knots of an especially knotty situa- 
tion. What is to be done about it? The outstanding proposals of 
the program are: 

The peasants must be enabled to become landowners. This in- 
volves the expropriation of large estates, and their sub-division 
into peasant properties. Stress is also laid upon the necessity of 
formulating measures designed to insure a continuance of peasant 
ownership, once the peasant has title to the land. 

Cooperation is looked upon as one of the promising means of 
self-help. Credit must be provided—probably by the state. In 
order to insure stable prices of agricultural products, it is recom- 
mended that the governments intervene at both the national and 
international level. 

American readers will be interested in the appeal for outside 
assistance as illustrated by the following quotation: 


“We recognize that its execution will depend in large measure on the extent 
of the help which will be forthcoming from Great Britain, the U.S.A., and 
the U.S.S.R. In the postwar period the immediate operation of a common 
plan to assist in the recovery of this region is essential, and we regard it as 
a matter of the first importance that the United Nations should now pre- 
pare a scheme for the supply of food, industrial products and raw materials, 
and that these goods should be supplied to the peasant communities in 
return for their services on projects of reconstruction.” 


The reader of this little book is likely to be impressed more by 


the enormity of the task than by the efficacy of the proposed solu- 
tions. 


AsHER Hopson 
University of Wisconsin 
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Food Rationing and Supply, 1943-44, Economics, Financial and 
Transit Department, League of Nations. New York: Columbia 
University Press, 1944. Pp. 101. $1.00. 


“The primary purpose of this study is to give a picture of the 
amount, composition and nutritive value of the legal feod rations 
in Europe and elsewhere toward the end of last year [1943].” The 
subject is discussed under three main headings: “Food Rationing 
and Consumption,” “Nutrition and Health” and “Production and 
Supply.” 

The first section comprises 65 of 101 pages and most of these 
relate to Germany and “German-Occupied Europe.” The limited 
space given to other countries is influenced by two major factors: 
(a) rationing is less important, or (b) data are not available for an 
adequate picture. Rations are discussed both in terms of individual 
claims and how the rations add up for household groups. No at- 
tempt is made to measure the effect on consumption of inabilty 
to get legal rations. 

For lack of better measures, nutrition and health are considered 
largely in terms of morbidity, mortality and birth rates. 

The section on production and supply takes a world view, Con- 
tinental Europe apart from Russia getting only 2 out of the 21 
pages. A good deal of attention is given to crop and livestock pros- 
pects for 1944. 

Those concerned with appraising food shipments needed for 
liberated Europe will find much of interest in this monograph. 
Its usefulness would have been enhanced by an index. 


Marcaret G. Reip 
Towa State College 


World Wheat Production, V. P. Timoshenko. Stanford University, 
California: Food Research Institute, 1944. Pp. 148. $3.00. 


This book brings together three related studies by the author 
which have previously appeared in the Wheat Studies of the Food 
Research Institute. They are: 

1. Cycles or Random Fluctuations 

2. Variability in Wheat Yields and Outputs 

8. Interregional Correlations in Wheat Yields and Outputs 

Professor Timoshenko has made an exhaustive study of the avail- 
able data on this subject and has employed sensitive statistical 
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techniques in an effort to find some measure of correlation in wheat 
yields and outputs. As one would expect from an intelligent analy- 
sis of this problem, the conclusions he drew, are with few excep- 
tions of a negative nature. 

In Part I, “Cycles or Random Fluctuations,” he found that 
fluctuations in regional wheat yields are determined primarily by 
chance and seasonal weather variations. His work was further com- 
plicated by the lack of any correlations or conclusions available 
from the vast amount of research done on weather cycles. Due to 
artificial conditions governing the expansion or contraction of 
acreage, fluctuations in output tend to appear less random than 
fluctuations in yield per acre. The use of statistical measurements 
shows that cyclical changes in yield in consecutive years are smaller 
than year-to-year random fluctuations. The most important fact 
obtained from the use of the various statistical techniques employed 
in this study was the discovery of cycles in wheat yields of three 
and one-half years’ average duration, and the fact that these cycles 
appear in yield fluctuations with greater relative frequency than 
in business cycles. 

In Part II of the study entitled “Variability in Wheat Yields 
and Outputs,” Professor Timoshenko found that the most impor- 
tant general factor governing high relative variability of yields 
appears to be a continentality of climate. This was particularly ap- 
parent in data for the Northern Hemisphere but was also present in 
marked degree in data for areas of large variability in the Southern 
Hemisphere. Aridity of climate is the second characteristic most 
common to areas of high variability. Perhaps the most important 
discovery in this connection is the fact that wheat yields are rela- 
tively stable in the semi-arid regions which are most favorable to 
the cultivation of winter wheat. Professor Timoshenko also found 
that the variability of wheat yields between large producing areas 
is less than the variability of yield within the regions com- 
posing those areas. The vital factor in this type of analysis is the 
possibil:.y of development and refinement to the point where such 
data could be used for guidance in the planning of rational policies 
within large producing and consuming areas and in formulating 
international wheat agreements. 

In his analysis of “Interregional Correlations in Wheat Yields 
and Outputs,” Part ITI, Professor Timoshenko found that the inter- 
regional correlations are, to a certain degree, negative. Variations 
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in wheat production in the wheat-importing areas of Europe bear 
little relation to variations in wheat production in the wheat-ex- 
porting regions of Europe and the world. This factor of independent 
variability, both within the wheat-exporting regions and between 
the wheat-exporting and importing regions, contributes to a sta- 
bilization of the wheat supply on the world market and eliminates 
the possible danger of a total world wheat crop failure. The only 
close correlation among regional wheat yields and outputs was 
found within limited areas having similar climatic and weather 
conditions. According to Professor Timoshenko there are no cycles, 
in the correct definition of the word, existing in world crop produc- 
tion. There may be trends due to the cumulation of random varia- 
tions, but these are characteristic of regions and not common to 
total world production. Professor Timoshenko’s study considers 
the variability about a trend and gives no indication of any rela- 
tionship between the trends themselves. Of importance to the prac- 
tical business man is the implication contained in this study which 
considers the fluctuations in crop production as one of the possible 
explanations for fluctuations in the volume of business. It is prob- 
able that significant variations in crop production in the large pro- 
ducing countries play a more important role in influencing world 
agricultural trade than small variations in total world crop produc- 
tion. To this extent the possibility for stabilization and control in 
world trade may offer opportunities for intelligent planning and 
cooperation on the problem of export quotas and surpluses in the 
future. 

Professor Timoshenko has done a splendid job of research in this 
field and has paved the way for further statistical study with a 
practical application to world trade problems which will confront 
us in the post-war period. 


Jutius HENDEL 
Cargill Incorporated, 
Minneapolis, Minnesota 


Postwar Monetary Plans and Other Essays, John H. Williams. New 
York: Knopf, 1944. Pp. xxxii, 297. $2.50. 


This book deals with the problem of economic stability in both 
its domestic and international aspects. The book consists of a pref- 
ace and eleven chapters. In the preface, Williams comments on 
“The Joint Monetary Plan.” Because of this preface and the fact 
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that the succeeding three chapters contained in Part I deal with 
the developments of the Joint Monetary Plan (which became the 
formal agenda of the recent International Financial Conference), 
the volume no doubt will be regarded as a book on currency sta- 
bilization—1944 model. 

For the readers of this JouRNAL, attention should be called to 
the fact that the book, except for the preface, is a collection of 
Williams’ writings in the pages of Foreign Affairs, American Eco- 
nomic Review, Economic Journal, and other journals. In addition 
to this collection, it should be pointed out, because of its great 
‘value, that Williams has now written one additional article “Inter- 
national Monetary Plans: After Bretton Woods,” Foreign Affairs, 
October 1944. Mention of this article certainly should be made, 
because it is a direct continuation of the analysis contained in the 
book. It also should be mentioned because of its great importance 
in the process of making any modification that may be made in the 
Bretton Woods monetary plans and because, if the plans are 
finally approved without change, the article will be most valuable 
as a guide to difficulties that certainly will face the managers of 
the Fund and the Bank when operations start. Seldom is such an 
analysis available to those starting on a new course, and if some 
early pitfalls can be avoided, the debt to Williams will be great. 

Reverting to the book, there are two parts which follow the first 
section which is concerned with the two new world-wide financial 
institutions, whose charters are soon to come before Congress. 
Part II is on the subject of domestic, fiscal, and monetary policy, 
and is more heterogeneous because it has chapters on the subjects 
of deficit spending, the implications of fiscal policy for monetary 
policy and the banking system, and on 1935 banking legislation. 
The final section, Part III, contains five essays on international 
trade and monetary problems, and the dates of whose initial pub- 
lications range from 1929 to 1937. Here the subjects include inter- 
national trade theory, the gold standard, the question of internal 
versus external stability of the currency, and international mone- 
tary organization and policy. Finally, the range of the book is 
further broadened by the inclusion of useful appendixes consisting 
of the texts of the Keynes and White Plans and the Joint State- 
ment of April 21, 1944. 

The reader who wishes to round out his collection with current 
documents will wish to secure a booklet “Articles of Agreement, 
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International Monetary Fund and International Bank for Recon- 
struction and Development” issued by the U. S. Treasury, Wash- 
ington, and reprints of “Bretton Woods Agreements” (by E. A. 
Goldenweiser and Alice Bourneuf, Federal Reserve Bulletin, 
September, 1944) issued by the Board of Governors of the Federal 
Reserve System, Washington. Both are freely available. The first 
of these contains the agreements reached at the United Nations 
Monetary and Financial Conference held at Bretton Woods, N. H., 
July 1-22, 1944; the second is excellent for its straightforward inter- 
pretation of all, including the very difficult, technical provisions 
of the agreements. 

Because the subject is technical, a great responsibility falls upon 
the members of our profession. It is to assist in the necessary public 
education so as to find “a way to keep the process of making up 
our national mind abreast of the process of international negotia- 
tion” (Williams). This is the task ahead. Bringing the job to a 
desirable outcome is wanted. The reviewer believes that process is 
most advanced when account is taken more of able criticism than 
well-intentioned enthusiasm. If this is the case, there is no better 
place to find it than in Williams’ writings. 

ArTHUR R. UpGREN 


Minneapolis, Minnesota 


State and Local Finance in the National Economy, Alvin H. Hansen 
and Harvey S. Perloff. New York: W. W. Norton & Co., Inc., 
1944. Pp. 310. $3.75. 


In this book, Hansen and Perloff carry forward and endeavor to 
buttress the main thesis of Professor Hansen’s previous book, 
Fiscal Policy and Business Cycles. They maintain that it is of ut- 
most importance that the financial machinery of government and 
the intergovernmental fiscal relations be geared to the require- 
ments of our present day economy. 

The treatment of the subject is divided into three parts. In 
Part I the problems and the deficiencies of the state and local tax 
system are discussed. Part II serves to present suggestions for 
strengthening the fiscal base and for raising service standards. In 
Part III an analysis .s presented of the national public expendi- 
tures, income creation and financial planning. In the last chapter 
of Part III, a positive program for a reorganization of the tax struc- 
ture of the nation is proposed. 
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The needs for greatly increased public expenditure to remedy 
basic deficiencies and inequalities relative to education, health, 
housing, conservation, social security, etc. in the various states of 
the Union are set forth very forcibly. Meeting such needs ade- 
quately would not only provide much employment, but it would 
also greatly strengthen our national economy at its foundation. 
Furthermore, much of such expenditure could be timed so as to 
reduce the peaks and valleys of the business cycle. 

In this book, however, the authors devote more space to taxation 
than to expenditure. In their practical proposals for a better tax 
system, they are guided, they say, by the principles of tax ade- 
quacy, equity of burdens, simplicity, certainty, and economy in 
administration and compliance, economic soundness and inherent 
flexibility. It is obvious that in reality, no perfect attainment of the 
goals set by these principles is waiting around the corner. But the 
authors believe that we could draw closer to the ideal of what people 
today would consider a good fiscal system. 

It is the view of the authors that tax barriers to interstate com- 
merce should be eliminated because a well-designed system should 
avoid placing an undue burden on concerns doing business in many 
states and localities and thereby putting them at a competitive 
disadvantage as against intra-state business. Furthermore, the 
authors maintain that governments may use tax and other fiscal 
measures in a variety of ways to regulate business or to direct busi- 
ness decisions in the interest of the public welfare. The tax system 
should be geared to a rational fiscal policy aimed at economic ex- 
pansion and cyclical stability. “Thus, it should tap mass purchasing 
power at a minimum, except when inflationary developments are 
threatening” (p. 284). As a complement to the counter-cyclical 
policies, promotion of a better distribution of income is advocated. 

While this book gives attention to the federal tax structure, the 
main concern of the authors is the consideration of the problems of 
state and local finance, the reform of state and local tax structures, 
and their coordination with the national fiscal system in order to 
promote the national economy. 

The authors propose the abolition of the general sales tax on 
the condition that other and more desirable taxes are increased. A 
further proposal is that personal income taxes should provide a 
fairly substantial part of all state taxes. The authors maintain that 
this would permit the states to rely much more heavily on income 
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taxation and to that extent reduce their regressive and repressive 
sales taxes and other excises. 

A further point of great importance in the proposed state tax 
structure is the necessity for a thoroughgoing reform of the busi- 
ness-tax structure withm each state. The most important method 
of taxing business concerns would be the corporate net income tax. 
The Massachusetts formula would be used to determine the state 
share where a concern does business in more than one state. It is 
anticipated that business enterprises would be able to estimate 
costs more accurately and’ to plan more securely, and that the 
burden on private enterprise during periods of financial distress 
would be greatly lessened. 

On the local level of taxation, it is proposed that a system of local 
sharing of certain state collected taxes take the place of the present 
economically unsound and chaotic mass of local and state taxes. 
This is essentially an extension of the recommendation that the 
federal government should administer all income taxes (and pos- 
sibly some other taxes also) and share collections with the states. 

Hansen and Perloff have supplied in this volume a valuable text 
book for students of public finance and also for those statesmen 
and political leaders who want to be informed about the proklems 
and about their possible solution. Naturally it will not suffice for an 
enlightened political leader merely to know the facts; he will have 
to face an even more difficult task of overcoming local prejudices 
and jealousies. Despite the many statistics which have been pre- 
sented to support their views, Hansen and Perloff are well aware 
of the fact that it is beyond the scope of their book to do more than 
dispel some of the ignorance of the present local and state tax 
structures and their economic consequences and to suggest positive 
ways of overcoming some of the opposition of vested interests. 


Roy G. Buaxry Gustav PRIMOSIGH 
University of Minnesota 


The T.V.A.: Lesson for International Application, Herman Finer. 
Montreal, Canada: International Labor Office. Studies and Re- 
ports, Series B, No. 37. 1944. Pp. 289. $2.00. 


This book by a student of public administration deals with an im- 
portant and timely subject: It aims to deduce the implications of the 
T.V.A.—experience for international action in resource utilization. 

Treatment of the domestic aspects of the T.V.A.—to which the 
bulk (pages 1 to 215) of the study is devoted—is based on material 
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furnished by the T.V.A. itself, or on portions of official reports and 
hearings favorable to it. The description is readable, detailed and 
contains many interesting observations. Superlatives with respect 
to achievements are not infrequent. Relevant studies, for example 
the recent book by Ransmeier,! are not mentioned. {n view of the 
aims of the author, a more analytical attitude towards the T.V.A. 
comparing it with possible alternatives (state compacts, regional 
planning committees, coordinating boards of existing agencies, 
public works in combination with public credit, public guarantees 
for private credit etc.) may have been more useful than a compila- 
tion of facts easily accessible elsewhere. 

Lack of economic analysis is especially noticeable at two crucial 
points, namely, in the appraisal of T.V.A. achievements and in the 
discussion of cost allocation. Comparisons are made between per- 
centage changes in population, employment, income and similar 
indices in the “‘power area,”’ in the “valley states”’ and in the United 
States between 1930 (1933) and 1940. The impact of the depression 
in the beginning of the Thirties and of the war at the end of the 
Thirties varied greatly between different parts of the United States. 
Changes in world and domestic demand for cotton, pulp and food 
and the effect of agricultural (AAA cotton program, for example) 
and other public policies (monetary, labor, social security) are not 
sufficiently considered. The reviewer submits that these effects 
were far greater than those of the T.V.A. Even from the highly se- 
lected figures presented in the study, it is evident (p. 211) that the 
gain in manufacturing employment between 1930 and 1940 was 
considerably smaller in the “power area” than in the “valley 
states.” In comparing changes of per capita incomes between 1933 
and 1940, it is emphasized (p. 212) that the increase in the United 
States as a whole was only 57 percent whereas changes in Alabama 
were 93 percent, in Mississippi 82 percent and in Tennessee 77 
percent. If the greater gains in these three states were caused by 
the T.V.A.—as alleged—the difference could be expected to be 
especially great for Tennessee, the main T.V.A. state. The author 
himself stresses this argument in pointing (p. 214) to the smaller 
number of migrants from Tennessee between 1930 and 1940 as 
compared with 1920 to 1930. If changes in agricultural incomes, 
especially of cotton farmers (and the causes for these changes) 
between 1933 and 1940 had been studied, and if the general regional 
dynamics of rural-urban and urban-rural migration during depres- 

1 J. S. Ransmeier. The Tennessee Valley Authority. Nashville, 1942, 478 pages. 
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sion and prosperity had been taken into account, contradictory and 
unnecessary statistical data could have been omitted. It may be 
regarded as uncontroversial that the T.V.A. has created large 
social and private benefits. Points for analysis would have been 
whether these benefits are greater than costs (Congressional ap- 
propriations exceed 750 million), and how the T.V.A. compares 
with other alternatives for spending public funds. 

In discussing the problem of cost allocation, the T.V.A. pro- 
cedure is described and approved. The rigid connection between 
rate making and cost allocation and the economics of the “yard- 
stick” idea are not questioned. These two features of the T.V.A. 
do not appear suited for international application. A clear distinc- 
tion between the problems of allocating past costs and the problems 
of rate making appears even more desirable in the international 
than in the domestic realm. 

The single chapter (pp. 216-236) which deals with the problem 
of an international T.V.A. appears rather general and inconclusive. 
No attempt is made to indicate in what respect, where, and under 
what conditions an international T.V.A. would be preferable to 
other methods of international cooperation and investment in 
resource utilization. The reviewer feels that new methods are de- 
sirable and will be used in the future. However, there is no vacuum 
in this field. Many international treaties for utilizing resources 
(river navigation and regulation, use of harbors, flood control, 
water power, wild life conservation) exist, an international bank 
has been in operation, and many types of international investment, 
ranging from government to government loans to purely private 
transactions have been tried. Likewise, various types of planning 
and control, ranging from all-powerful chartered companies in 
colonial areas to the purchase of stocks and bonds of foreign com- 
panies remaining under full private control in the homeland, have 
been and are being used. What types of investment, planning and 
control are best suited for the Danube Valley, the Amazon, the 
Yangtze, or the Congo cannot be ascertained by a purely descrip- 
tive approach to the T.V.A. experience in the United States. An 
analysis of the political, economic and social problems of each area 
and a critical study of the shortcomings in types of international 
investment used in the past appear more relevant. 


S. v. 


Washington, D. C. 
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NEWS NOTES 


The members of the Canadian Agricultural Prices Support Board are: 
J. G. Taggart, Chairman; A. M. Shaw, and J. F. Booth. Mr. Taggart was 
formerly Minister of Agriculture for Saskatchewan. Mr. Shaw is Director 
of Marketing, Dominion Department of Agriculture and Dr. Booth is 
Associate Director in Charge of Agricultural Economics. He and Mr. Shaw 
will continue in their present positions and will act as members of the 
Board only until permanent appointees are named. The Board was created 
pursuant to the passage of legislation providing for “the support of the 
prices of agricultural products during the transition from war to peace.” 


Desmond L. W. Anker resigned from the staff of Oklahoma Agricultural 
and Mechanical College on August 1 to join UNRRA. He is at present 
stationed in London. Mr. K. C. Davis has been appointed in his place. 


Frank D. Barlow, Jr. has been appointed to the position of associate 
research economist in the Department of Agricultural Economics, Louisi- 
ana State University at Baton Rouge. He reported for duty on September 1 
and will conduct research related to the farm business economy in the 
delta and upland cotton areas in Louisiana. Mr. Barlow was formerly at 
North Carolina State College. 


Joseph A. Becker, Chairman of the United States Crop Reporting Board, 
has transferred to the Office of Foreign Agricultural Relations as Assistant 
Chief of the International Commodities Branch. 


Byron R. Bookhout has been appointed Extension Specialist in Farm 
Management of Michigan State College. Dr. Bookhout completed his 
graduate work at Purdue before enlisting in the U. S. Army Air Corps. 
After about two years of service he received his honorable discharge in 
October 1944. 


R. G. Bressler, Jr., Department of Agricultural Economics, University 
of Connecticut is on leave at Harvard University until June 30. 


G. L. Burton has been appointed Grain Statistician with the Canadian 


Dominion Bureau of Statistics, to succeed James McAnsh who has gone 
to UNRRA. 


W. F. Chown, Economist, of the Economics Division, Canadian De- 
partment of Agriculture, who was on loan to the Wartime Prices and 
Trade Board has resumed his work with the Economics Division and is 
also acting as Economic Assistant to the Agricultural Food Board. 


Ralph Dewey, Principal Transportation Economist with the WFA in 
Washington, spent the month of November on leave at Iowa State College, 
preparing a report on freight rates differences in different parts of the 
United States, including the State of Iowa. 


Helen C. Farnsworth, Associate Economist, Food Research Institute, 
Stanford University, was recently elected president of the San Francisco 
Chapter of the American Statistical Association for 1945. 
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John R. Greenman has been appointed as Professor of Agricultural 
Economics at the University of Florida. Mr. Greenman is transferring 
from the position of Principal Fiscal Analyst in the Bureau of the Budget, 
Washington, D. C. 


Herman M. Haag has resigned from his position at the University of 
Missouri to become economist for the Missouri Farmers Association. 


Clifford M. Hardin recently accepted the position of Associate Professor 
of Agricultural Economics at Michigan State College. For the past three 
and one-half years he has been associated with the Department of Agri- 
cultural Economics at the University of Wisconsin as Assistant Professor 
of Agricultural Economics. In his new position, Dr. Hardin will be doing 
research, teaching and extension work in the field of agricultural marketing 
and general economic information. 


Herbert Howell, fieldman for the Eastern Iowa Farm Business Associ- 
ation, accepted a position of assistant extension professor of agricultural 
economics at Iowa State College, January 15. 


H. J. Hudek, recently in the Canadian Army, has been appointed to the 
Agricultural Branch, Dominion Bureau of Statistics, in charge of Farm 
Finance. 


Leonid Hurwicz of the Department of Economics, University of Chicago, 
spent the month of December at Iowa State College as consultant on prob- 
lems in statistical and mathematical economics. 


H. Brooks James, Agricultural Economist with the Bureau of Agricul- 
tural Economics, Washington, D. C., has accepted an appointment as 
Associate Professor and Agricultural Economist, at the State College of 
Agriculture, University of North Carolina. 


Joseph G. Knapp, Principal Agricultural Economist, Cooperative Re- 
search and Service Division, Farm Credit Administration, has been 
granted a six months’ leave of absence to permit him to work on a study 
of the cooperative purchasing movement for the Brookings Institution. 


H. B. Kristjanson formerly on the staff of the Dominion Economics 
Division has been appointed Assistant Professor of Farm Management, 
University of Saskatchewan. 


L. Lorinez for some years prior to the war on the Belgrade staff of the 
Office of Foreign Agricultural Relations of the United States Department 
of Agriculture, has joined the staff of the Economics Division, Canadian 
Department of Agriculture with headquarters at Ottawa. 


Alan G. MacLeod, Secretary of the New England Research Council, 
returns to Storrs, Connecticut, January 1 after spending four months in 
Canada as Economic Advisor to the Manitoba Government. 


Clyde O. May, Extension Specialist in Farm Management at Michigan 
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State College has resigned to become associated with the H. H. Halderman 
Farm Management Service of Wabash, Indiana. 


William H. Nicholls has resigned his position as Associate Professor of 
Agricultural Economics at Iowa State College to accept an appointment as 
Research Associate (with the rank of Assistant Professor) in Agricultural 
Economics at the University of Chicago. He will be engaged in the de- 
velopment of research in the economics of the agricultural processing and 
distributing industries. 


Margaret Reid of Iowa State College has accepted the position of Chief 
of the Division of Family Economics in the Bureau of Human Nutrition 
and Home Economics at Washington. 


J. Wayne Reitz has resigned from his position at the University of 
Florida to accept the position of Economic Analyst with the United 
Growers and Shippers Association, Orlando, Florida. 


Waldo S. Rowan, formerly Assistant Agricultural Economist, Univer- 
sity of Tennessee, has been discharged from the Air Corps and has ac- 
cepted a position with the Bureau of Agricultural Economics, Southern 
Region, with headquarters in Atlanta. 


Sigfried v. Wantrup of the University of California, Berkeley, has been 
on a six months’ leave of absence to permit him to complete a study on 
the economic theory and public policy of conservation under a grant 
from the Social Science Research Council. He is spending several months 
of this leave as a Visiting Scholar at the Brookings Institution. 


H. M. Walters has resigned his position as assistant in the Department 
of Rural Economics, Ohio State University, to become Assistant Super- 
visor of Dairy Trade Practices in the Department of Agriculture. 


David Weeks of the Giannini Foundation and Division of Agricultural 
Economics, University of California, has just returned from a year’s 
assignment as Director del Departamento de Agricultura, Corporacion 
Boliviana de Fomento. This public development corporation has a working 
capital of United States $26,000,000 somewhat more than a third of which 
has been appropriated and paid in by the Bolivian Government. The 
balance has been made available through a loan by the Export Import 
Bank of the United States. The immediate agricultural program of the 
corporation now underway has as its objective the making of Bolivia self 
sufficient in the production of sugar, rice and meat. Other commodities 
will be included as soon as feasible. In working out the details in the 
organization of this program, Dr. Weeks travelled extensively not only in 
Bolivia but in other countries in South America particularly Argentina 
and Brazil. 


GEORGE SIMON WEHRWEIN 


George Simon Wehrwein was born at Newton, Manitowoc County, 
Wisconsin, on January 31, 1883. He died on January 10th, 1945. 

George attended high school at Manitowoc, Wisconsin, and fin- 
ished a course at the Oshkosh State Normal in 1908, after which he 
was a high school teacher. He attended the University of Wisconsin, 
graduating from the College of Agriculture in 1913. He was then 
engaged by the University of Texas as an extension teacher, where 
he remained for three years, going to a similar position at the State 
College of Washington for one year. From Washington, he went as 
Associate professor to the State College of Pennsylvania. In the fall 
of 1919 he returned to Wisconsin for graduate work, receiving his 
Master’s degree in 1920, and his Ph.D. in 1922. 

Professor Wehrwein became an assistant to Professor Richard T. 
Ely in 1922, and continued in Land Economics the rest of his life. He 
remained at the university of Wisconsin until 1925 as a part of the 
Institute of Land and Public Utility Economics until, in that year, 
it was transferred to Northwestern University. He returned to the 
University of Wisconsin in 1928. He was President of the American 
Farm Economic Association in 1942. 

As a teacher Professor Wehrwein was unusual. He taught land 
economics for years, before there was a text of any importance. Us- 
ing, possibly a half dozen different authors, he would, as a rule, be 
able to discover some sort of trend among them. It was thus neces- 
sary for the student to think in order to succeed. For holding the 
minds of the class to a line of thought for the hour he was one among 
many. These discussions, continued from year to year, finally took 
the form of a textbook on Land Economics. 

As an investigator Wehrwein was also remarkable. His studies 
covered the whole use of the land. 

Recognizing the responsibility of society in bringing about con- 
structive land utilization, he developed more than any one else the 
principle of zoning. He took a leading part in the movement which 
led to the application of this principle in the State of Wisconsin. His 
influence in the field of zoning extended far beyong the State and 
did much to shape the thinking of economists and the public gen- 
erally in reference to this field. One of his special interests was the 
value and use of land for public recreational purposes. 

As a citizen Professor Wehrwein was held in great esteem. His 
judgment grew with the years. The influence he set in motion will 
continue. 

His greatest desire was to see the naked hills again covered with 
trees. Years ago it was the hope of the lumbermen that soon the hills 
would be sufficiently bare to be plowed. At present it is the hope of 
our best citizens that in the future, not too distant, that trees will 
again cover our barren hills, and that valuable timber will come in, 
no doubt slowly, to produce through coming years the timber crop, 
with all its valuable assets, which in our haste we destroyed. 
B.H.H. 


MINUTES OF THE MEETING OF THE EXECUTIVE 
COMMITTEE AMERICAN FARM ECONOMIC 
ASSOCIATION 


Wasuineton, D. C., Fesruary 2 3, 1945 


Members present: 
Eric Englund, Presiding 
Karl Brandt 
G. W. Forster 
Asher Hobson 
L. J. Norton, President-elect 
S. E. Johnson 
W. C. Waite, Editor, was also in attendance 
M. R. Benedict was unable to attend. 


Report of the Election Tellers 


We, H. M. Dixon and E. C. Johnson, having been appointed by 
Dr. Eric Englund, President, to serve as tellers to inspect and 
count ballots for the election of officers of the American Farm 
Economic Association for the year 1945, do hereby certify that all 
ballots were inspected and counted. The results of the votes are 
as follows: 


President L. J. Norton 
Vice-president E. J. Working 
Vice-president D. Howard Doane 


Secretary-Treasurer Asher Hobson 
(Signed) H. M. Drxon 
(Signed) E. C. JoHNson 


Report of the President—1944 


It seems appropriate that this report should summarize briefly 
some of the principal events, activities and problems of the Asso- 
ciation during the years, and perhaps to offer such views as may 
be of interest to the Executive Committee and the members. 

It was necessary early in the year to appoint a new editor of the 
JOURNAL OF Farm Economics. Professor H. B. Price, of the Uni- 
versity of Kentucky, who had served with distinction in this ca- 
pacity, was compelled for reasons of health to relinquish the editor- 
ship. He did so with great reluctance, but it was altogether neces- 
sary to his recuperation which we understand has been largely 
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achieved. Before asking to be released, he arranged with Professor 
C. M. Clark of the same institution to carry on, at least through 
the issue then in preparation. Professor Clark and his able assist- 
ant, Mrs. Myra Gentry, carried on in an excellent manner, and for 
this we are happy to express to them our deep appreciation. We 
are also grateful to Dean Thomas P. Cooper for his friendly interest 
and cooperation in this transitional arrangement. 

Meanwhile the Executive Committee, after a careful canvass of 
the field, was singularly fortunate in securing the consent of Pro- 
fessor Warren C. Waite of the University of Minnesota to under- 
take the editorship despite his already heavy work and the com- 
paratively short notice. This made it possible to carry on with the 
JOURNAL without a break in its schedule. That this was a fortunate 
choice has been further demonstrated by the quality of the issues 
that have been produced under his direction. 

The principal activities of our Association since its beginning 
have been the publication of the JourNaL and the holding of annual 
meetings. These activities will undoubtedly remain among our 
principal undertakings. As already mentioned the JouRNAL was 
continued without interruption, but the Executive Committee 
again decided for the third consecutive time, against holding the 
annual meeting in 1944 because of wartime conditions and official 
policy in reference to travel and the holding of conventions. There 
were, of course, well-grounded differences of opinion. 

The wisdom of this decision, in which your president heartily 
participated, later gave him increasing concern when it became 
known that meetings were planned by several organizations in the 
field of the social sciences, and many other associations as well, and 
that meetings actually held had even larger attendance than for- 
merly. This was disturbing, knowing that the opinion of the Asso- 
ciation remained somewhat divided on the matter. Viewing it now 
in retrospect, it appears that the original decision was well justified, 
the transportation situation in respect to travel having become so 
difficult that the Office of Defense Transportation requested re- 
cently that scheduled meetings be called off. 

For a time it seemed that it might be advisable to hold a minor 
meeting in conjunction with the meeting of the Executive Com- 
mittee with attendance consisting chiefly of such members of the 
Association and friends who might be available in the general 
locality of the place of meeting. A restricted program for such a 
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meeting was proposed but it was voted down by a majority of the 
Executive Committee because it was felt that the reason for our 
regional decision—the transportation situation—was as strong as 
any time in the year and even stronger, and that the time was by 
then too short for the necessary preparations. 

The holding of regional meetings in lieu of the national meeting 
was discussed last year by the Executive Committee with the 
recommendation that serious consideration be given to the holding 
of a regional meeting, or meetings in 1944. While this was seriously 
considered by your president, he recognizes that he may have pre- 
sumed too much on his authority in not systematically canvassing 
the committee or a substantial section of the membership on this 
matter. Be this as it may, it appears to him that one or more 
regional meetings would fall, to a large extent, in the same category 
as the annual meeting in reference to travel in these times. While 
respectfully recognizing views to the contrary, he is strongly of the 
opinion that the fact that some professional meetings such as ours 
were not scheduled and the further fact that others were called off, 
should not jeopardize the standing of any of the Association con- 
cerned, for the strength of professional societies should not depend 
on “‘business as usual” in wartime. 

No special committees were appointed. during the year, as it was 
thought best not to ask members of the Association, already heavily 
loaded with special wartime work as well as regular duties, to en- 
gage in committee work which might be deferred. 

During the past year certain matters have come to the attention 
of your President on which he begs permission to offer his views 
for what they may be worth. 

1. Regional Associations.—The desirability of regional associa- 
tions in our field has been suggested from time to time over a 
period of several years, and their possibility has been demonstrated 
in the Western Farm Economics Association. The proceedings of 
that association for 1944 recently made available, contains many 
contributions including the presidential report in which the mem- 
bership of the general association will find much of interest and 
value. 

Such associations have much to offer for the advancement of 
agricultural economics in their respective regions. They might well 
be encouraged as a normal, long-time development, provided that 
two general conditions are met. In the first place, their programs 
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should be regional. If a program is too heavily weighted with topics 
of broad national and universal interest, treated in large part by 
speakers drawn from many parts of the country, the effect is hardly 
regional at all except as to location of the meeting and residence 
of the greater part of the audience. A similar regionalization could 
be achieved through a national association by holding annual meet- 
ings from year to year within different regions. 

The second condition is that there should be systematic coordina- 
tion of work among regional associations and between them and 
the National Association in order to avoid the duplication that 
might arise through attempts to cover the same ground, by com- 
petition for contributors and cumulative demand upon members 
and their institutions for financial support, travel, and time. There 
is obviously much to be done in establishing full coordination along 
these lines between the present associations, but prospects for doing 
so undoubtedly are promising with further interchange of view 
between their memberships. 

2. Annual Meetings.—Reverting to this subject for a moment, 
it would seem altogether desirable in 1945 to have a national meet- 
ing if the transportation situation should improve materially over 
that of 1944. If this improvement should not occur, the advisa- 
bility of holding such a meeting and even of holding regional meet- 
ings, may still be doubtful. The justification for holding such meet- 
ings would of course depend in large part upon the specific bearing 
of the meeting itself upon wartime responsibilities of the members. 

3. Joint Meetings.—It has been suggested that in the past we 
may have gone too far in holding joint meetings with other associa- 
tions, toth in respect to joint sessions and meetings at the same 
time and place. A basis of this view is that joint meetings of the 
type deveioped in recent years tend to detract from the oppor- 
tunity to concentrate on our own field. Moreover, the large number 
of associations meeting at the same time and place has sometimes 
overtaxed the accommodations available within a reasonably con- 
* venient distance. There is much to be said on both sides of this 
matter, and this points to the probability that the answer lies some- 
where between meeting in isolation and meeting with a large num- 
ber of other associations. Before conditions again permit annual 
meetings it might be well to have an exchange of views on this 
matter among the several associations that have customarily met 
at the same time and place. It might be found desirable to hold our 
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meetings together with one or a few other associations if they 
should decide to follow a similar plan. Also, in some years separate 
meetings may be preferable. In short the choice of policy is not 
confined to one extreme or the other, or even to a fixed plan. In 
my view, joint meetings are preferable, provided the number of 
associations is not excessive. 

On the other hand, the desirability of joint meetings rests on the 
grounds that they give opportunity for specialists in different fields 
of social science to exchange views and thus gain a wider under- 
standing of the interrelationship among the several fields. More- 
over, separate meetings of our Association might give rise to de- 
mand for programs of an even wider character than those offered 
in recent years. 

4. “General” Versus “Specialized” Topics.—It has been strongly 
asserted that our association over several years had drifted “too 
much toward general economics and theory,” to the neglect of the 
more specialized fields of “farm management, production eco- 
nomics, and agricultural finance.” 

This point of view deserves careful consideration. It is my im- 
pression that a careful check of the articles and papers published 
in the JourNAL including the Proceedings over the past several 
years would hardly support the view that “‘general economics and 
theory” have been emphasized at the expense of the more special- 
ized fields mentioned. Such broadening of the subject matter as has 
occurred is justified, in my opinion, by the general development of 
the field of agricultural economics including the fact that the special 
fields are intimately associated with and parts of the broader issues 
and forces which extend from the grass-roots of our agriculture to 
the highest levels of public policy and governmental action and 
even into the depths of “economic theory.” A restricted view of the 
scope of our Association as between the “general” and the “‘special” 
fields would imply a withdrawal from important fields into which 
agricultural economics has developed over several decades. 

5. “Academic Freedom.”—With the growth of our field to in- 
clude matters of public policy and action, controversial issues have 
arisen affected by, and affecting, our work. Our field is more con- 
troversial than formerly because it has become more vital to agri- 
culture and to society as a whole. We could assure ourselves against 
controversy only by withdrawing from some of the vital aspects 
of the field. Such a retreat into the “ivory tower,” which surely 
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no one seriously advocates, would deny to the field of economic 
policy and programs the guidance which is rightfully expected of 
the members of our profession. 

Unfortunately, cases have arisen tending to infringe upon that 
academic freedom upon which scientific progress so largely de- 
pends. In some instances, it has been suggested that the Association 
should take “‘a strong position” even to the extent of challenging 
particular institutions involved. In my view, we can as an Asso- 
ciation enhance the professional standing of our field in the long 
run by relying first of all upon the high standards of work and the 
bearing of the program to the real needs of our field. This implies 
concurrent emphasis upon academic freedom and academic re- 
sponsibility. 

Part:cular cases of infringement on academic freedom, found to 
be such upon careful investigations of all the facts, can be handled 
by the Association of University Professors, long dedicated to the 
task of investigating and passing judgment upon concrete cases. 
In my opinion an organization such as ours should not attempt to 
compete with that Association or to duplicate its work. 

6. Inducements for Productive Scholarship.—It would be well to 
strengthen our efforts in the direction of securing means by which 
stronger contributions in our field may be encouraged. In addition 
to professional recognition, other stimuli in the form of material 
awards may be appropriate. At the last meeting of the Executive 
Committee it was recommended that a modest, experimental be- 
ginning be made in this direction by granting some type of recog- 
nition for the best article or articles appearing in the JouRNAL. 
Your president may have been in error in assuming that, for the 
present, funds for this purpose would need to be found outside of 
the Association Treasury. If it was intended that Association funds 
should be used, he can only suggest that such a step can still be 
taken, certainly in the year ahead. 

Meanwhile informal inquiry has been made as to the possibility 
of finding funds for this purpose—funds which could be used as 
prizes for outstanding contributions to the JourNa. The sugges- 
tion was received from a possible source accompanied by some 
encouragement as to future grants, that the Association’s own 
funds might be used for this purpose, thus providing a demonstra- 
tion of the effectiveness of such inducements, possibly leading to 
special provision of funds in the future. An item on our agenda for 
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this meeting of the-Committee is intended for our further con- 
sideration of this matter. 

Meanwhile, a new opportunity has appeared recently, related to 
this question. An anonymous donor has generously offered a sub- 
stantial sum of money to be used under the auspices of our Asso- 
ciation in 1945 as prizes for outstanding contributions in ¢he field 
of agricultural price policy, including the parity formula. The terms 
under which this fund is offered are broad and generous with full 
liberty of scholarship, and for the sole purpose of broader under- 
standing of the considerations involved in agricultural price policy. 
The offer will be laid before the Executive Committee at this 
meeting for consideration and action. This will afford a new oppor- 
tunity to broaden our Association activities in behalf of a wider 
and more fundamental public understanding of this vital issue of 
agricultural policy. 

(Signed) Eric Enctunp, President 


Received by the Executive Committee and recommended for 
publication in the JouRNAL. 


Report of the Secretary-Treasurer 
For the Fiscal Year Ending November 30, 1944 


Membership—At the close of the fiscal year, the Association had 
1,102 members. This is a drop of 15.as compared to 1943. It becomes 
increasingly apparent that as the war continues, more and more 
members in the armed forces will discontinue their membership in 
Association’s such as ours. We lost 45 individual members during 
the year, but gained 30 libraries and firms. The following tabulation 
gives the comparison by groups: 


1944 1943 
Individual Members........ 767 806 —39 
Junior Members............ 17 23 — 6 
U.S. Lib. and Firms........ 227 214 +13 
Foreign Libraries........... 91 74 +17 
1,102 1,117 —15 


The table does not include 35 subscriptions to the JouRNAL oF 
Farm Economics by the American Library Association for later 
distribution in foreign countries. 

Our inventory of back numbers has grown to such proportions as 
to make it necessary for the publisher to place them in the hands of 
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a commercial storage company at Association expense. The pub- 
lisher, however, agrees to continue to handle the mailing of back 
numbers. 

Finances—The Association ended the year with a balance from 
operations, of receipts over expenses of $2,575.88, the highest in 
the Association’s history. This record is due, however, to force of 
circumstances rather than from plans of management. Operating 
income was up some $700. This came about largely through a large 
sale of back numbers of the JournNAL. Operating expenses were 
down mainly because of a reduction in the number of pages of the 
JOURNAL, and a slight reduction in the number of JouRNALS 
printed. These reductions may be charged to the war emergency. 
With a return to our usual level of activities, net operating income 
will drop. 

Non-operating income was $2,085.29. Total excess receipts over 
expenses for the year amount to $4,661.17. 

The operating and financial statement for 1944 as compared to 
1943, are given below. 

OPERATING STATEMENT 


AMERICAN FARM ECONOMIC ASSOCIATION 
Year Ending November 30, 1944 


Operating Income 1944 
Receipts from dues 
Back Numbers sold 


$ 6,717.38 $ 6,005.63 
Operating Expense 
JOURNAL OF Farm Economics 
Vol. XXVI, 4 issues $2,941.21 
4 reprints... 376.46 


Clerical & Editorial Expenses 213.37 $ 3,919.54 
— Committee Meet- 
176.78 


119.40 

117.71 
Back Rik Purchased. . 107.50 
Office Supplies, Telegrams. . 83.06 
Ballots and Envelopes, 1943. 18.25 
Travel Secretary 20.26 
Surety Bond 17.50 


$ 823.83 


$ 4,141.50 $ 4,696.46 


1943 
Advertising sold........... 125.00 
$3,317 .67 
Packing JourNnats for Stor- 
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Excess, Receipts above Operating Expenses $ 2,575.88 % 1,309.17 
Plus Non-Operating Income 
Dividends and Interest, Stocks & Bonds $1,403.80 
Profit on sale of stocks over Market 
value, Dec. 1, 1943 
Accrued Interest, Savings Account... . 


$ 2,085.29 $ 1,765.50 
Total Excess, Receipts above Expenses $ 4,661.17 $ 3,074.67 


FINANCIAL STATEMENT 
AMERICAN FARM ECONOMIC ASSOCIATION 


December 1, 1944 
Assets 


$43,046.72 $35,710.42 
Propr.etary Interest 
Net worth December 1, 1943 
Plus net returns for Year 
operating 
non-operating 


$40,371.59 
Increase market value, stocks 2,645.13 
Increase market value, bonds 


$43,046.72 $35,710.42 


Investments—The market value of the Association’s stocks at the 
close of the fiscal year was $22,997. This is slightly above their cost. 
During the year stocks amounting to $4,968 were sold. The sales 
price on these stocks was $1,233 above their cost to the Association. 
The Association holds government bonds with a value of $9,745. 
The net worth of our organization at the close of the fiscal year— 
stocks, bonds, and cash—was $43,046.72. 

A detailed report on the Association’s investments is being sub- 
mitted by the Javestment Policy Committee to the Executive 
Committee. 

Respectfully submitted, 
(Signed) Asoer Hosson, Secretary-Treasurer 


Received by the Executive Committee and recommended for 
publication in the JouRNAL. 


Report of the Auditor 


In accordance with your request I have examined the accounts 
of the Secretary-Treasurer of the American Farm Economic Asso- 


Cash Bank balance................ $10,177.24 
Stocks Market value.............. 22,997.13 
Bonds Market value.............. 9,745 .00 
Savings Account.................. 127.35 
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ciation for the year ending November 30, 1944. I have checked all 
entries against supporting vouchers and found them in agreement. 
The state of the assets of the Association F checked by examining 
the bank statements and checking the securities owned by the 
Association. 

The books of the Association have been carefully, correctly, and 
efficiently kept and I certify that the financial statement made by 
the Secretary-Treasurer reflects the financial situation and the 
transactions of the Association as shown by his records. 

Respectfully submitted, 
(Signed) Wattrer H. Auditor 


Received by the Executive Committee and recommended for 
publication in the JouRNAL. 


Report of the Editor 


During the year the health of Dr. H. Bruce Price forced him to 
relinquish his duties as Editor of the JourNau and the new Editor 
was appointed in May. Prior to this appointment, the affairs of the 
JOURNAL were handled by Dr. Price’s associate, Mr. Carl M. Clark. 
The Association is deeply indebted to Mr. Clark for the very able 
manner in which the Editorial Office was conducted during this 
trying and difficult period. He was responsible for the February 
and May issues and turned over to the incoming editor all of the 
material appearing in the August issue. The various records and 
papers connected with the Editorial Office were transferred 
promptly and in good order. The excellent summary of the duties 
and methods of handling the affairs of the office which was pro- 
vided was of invaluable assistance. We were indeed fortunate to 
be able to rely upon as capable and willing a person at such a 
crucial period. 

Volume XXVI has 876 pages. This is about 100 pages less than 
recent years. The material published included 42 papers, 16 notes 
and 29 book reviews. The division of printed matter was as follows: 


Articles 


Re- News Annual Adver- 
Issue —. Notes views Items Reports tising Other Total 


February 15 284 
May _ 172 
August _— 176 
November 244 


Total 15 876 
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There have been unavoidable delays due to slowness of the mails 
and difficulties encountered by the printers in turning out their 
work in their former time. There appears to have been a high 
degree of tolerance by all concerned and recognition that these 
difficulties are a concomitant of war. 

Acknowledgment is made of the fine cooperation of the Editorial 
Council. Their advice on the suitability of manuscripts for pub- 
lication and with respect to policy has been invaluable. Several have 
been active in stimulating the writing of articles and directing these 
to the JournaL. Acknowledgment is also due to the Assistant 
Editors and to the staff at the University of Minnesota for their 
assistance. 

Uncertainties will continue to face the Editor in 1945. Will the 
transportation situation prevent a national and perhaps even re- 
gional meetings of the Association? Will the increased emphasis 
on the war effort curtail the number of contributions? Will the 
rationing of paper become more drastic and our paper quota be- 
come smaller? Will printing costs rise and membership decline 
necessitating a reduction in the size of the Journa? These ques- 
tions as well as others may demand an answer during the year and 
require a flexible and perhaps changing policy on the part of the 
Editorial Office. 

Respectfully submitted, 
(Signed) Warren C. Waite, Editor 


Received by the Executive Committee and recommended for 
publication in the JouRNAL. 


Executive Committee Action 


On an experimental basis, the editor of the JouRNAL or Farm 
Economics is instructed to establish the procedure of selecting the 
outstanding article appearing in the volume of the JouRNAL issued 
during the year 1945 and in succeeding years; that the author of 
the article chosen be appropriately recognized at the annual meet- 
ing and be awarded an honorarium of One Hundred Dollars. This 
recognition is to be known as “The Distinguished Publication 
Award of the American Farm Economic Association.” 

In the absence of an annual meeting the president and his pro- 
gram committee are instructed to assume responsibility for the 
assembling of papers for the proceedings number of the JouRNAL 
oF Farm Economics. 

It was the consensus of opinion of the members of the Executive 
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Committee that authors of Ph.D. theses in the field of agricultural 
economics be encouraged to submit to the editor of the JouRNAL 
oF Farm Economics for consideration for publication a summary 
of articles of their individual theses. 

Warren C. Waite is appointed Editor of the JourRNAL or Farm 
Economics for the year 1945. 

In order to furnish transfer officers of corporations with the 
necessary evidence that the Secretary-Treasurer is authorized to 
transfer securities in the name of the Association, the following 
resolution is adopted. 

“Resolved, That the Secretary-Treasurer who is also Chairman of the In- 
vestment Policy Committee, be and is hereby authorized and empowered, 
for and in the name and on behalf of this Association to take any and all 
such steps, and to do any and all such things as may be necessary, required 
and appropriate for, or in connection with, the purchase, acquisition, ac- 
ceptance, handling, pledging, sale, or other disposition of stocks, bonds, 
and other securities belonging to the Association or pertaining to its busi- 
ness, including the execution, and delivery for and in the name and on 
behalf of the Association, of any and all endorsements, transfers and as- 
signments of certificates of stock, bonds or other securities standing in the 
name of this Association, either for the purpose of sale or transfer, and all 


such other steps and action as may be necessary or proper in connection 
herewith.” 


In order to transact the necessary business of the Association in 
the absence of the usual! business meeting held in connection with 
the annual meeting, the Executive Committee authorized the 
Secretary to defray in the name of the Association, travel and 
subsistence expenses, not otherwise covered, of members attending 
the Executive Committee meeting in Washington, D. C., February 
2 and 3, 1945. 

This action is to be submitted for approval at the next business 
meeting of the Association. 

The Committee accepts a contribution of $12,500 from an 
anonymous donor, to cover awards to be granted for the best papers 
submitted to the American Farm Economic Association on “Farm 
Price Policies.” This contest is to be held under the sponsorship of 
the Association, and under the control of its Executive Committee. 
The Association allots from its funds, not to exceed $2,500, toward 
the cost of administering this project. 

The President and the Secretary are authorized to make such 
expenditures within this limit as they deem necessary. A statement 
of the expenditures is to be submitted to the Executive Committee 
at its next annual meeting. 
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